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PREFACE 

A  study  of  manufacturing  and  agricultural  conditions  in  the 
different  countries  of  the  world  shows  clearly  the  economic  inter- 
dependence of  nations.  No  one  country  produces  within  its 
borders  all  of  the  necessities  and  near-necessities  essential  to 
the  welfare  and  happiness  of  its  people.  Each  nation  contri- 
butes to  the  vast  number  of  raw  materials  and  finished  products 
consumed  throughout  the  world,  and  each  receives  from  neigh- 
bors products  of  the  soil  and  of  the  factory  which  are  foreign 
to  its  home  industries. 

The  United  States,  wealthy  as  it  is  and  diversified  as  are  its 
resources,  also  finds  itself  dependent  on  other  nations  for  many 
commodities  used  in  every  day  life.  Coffee  comes  from  Brazil, 
rubber  comes  from  the  Straits  Settlements  and  Java,  tea  from 
China  and  Ceylon,  hemp  from  Mexico  and  the  Far  East.  These 
are  only  a  few  of  the  products,  not  indigenous  to  the  United 
States,  which  are  imported  in  large  quantities.  On  the  other 
hand,  the  steel  products,  textiles,  naval  stores,  grain  products 
and  many  other  products  of  the  United  States  are  shipped  to  the 
four  quarters  of  the  Globe. 

In  many  instances,  an  article  is  grown  or  manufactured  in 
more  than  one  country.  Competition  then  arises  in  foreign 
trade  as  it  does  in  domestic  business.  Exporters  must  develop 
their  foreign  trade  with  the  same  care  that  the  domestic  manu- 
facturer conducts  his  sales  campaigns  and  plans  to  out-strip  his 
competitors.  Indeed,  competition  in  foreign  trade  is  in  some 
ways  even  more  keen  than  in  domestic  business. 

Although  the  United  States  has  always  been  prominent  and 
active  in  international  trade,  the  economic  chaos  resulting 
from  the  World  War  places  added  responsibilities  on  the 
American  manufacturer  and  exporter.  The  United  States  is 
virtually  the  only  nation  whose  resources  were  unimpaired  by 
the  War.     Many  nations  which  prior  to  1914  competed  with 
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our  manufacturers  and  exporters  for  the  control  of  foreign 
markets  are  no  longer  in  a  position  to  undertake  this  business. 
As  a  result  the  United  States  faces  now,  to  a  greater  degree 
than  ever  before,  the  opportunity  of  increasing  its  export  busi- 
ness by  leaps  and  bounds. 

Heavier  shipments  of  American  products  to  foreign  markets 
must  be  balanced  by  an  increase  of  imports  into  the  United 
States.  Many  of  the  nations  which  suffered  heavily  because  of 
the  War  cannot  pay  for  their  imports  in  gold.  They  must  in- 
crease their  exports  of  merchandise  which  they  can  produce  if 
they  wish  to  purchase  heavily  in  other  markets.  As  a  creditor 
to  which  many  foreign  countries  are  heavily  indebted,  the 
United  States  is  thus  faced  with  the  problem  of  contributing 
to  the  economic  restoration  of  the  world  through  an  increase 
in  the  consumption  of  commodities  grown  and  manufactured 
abroad. 

The  successful  exporter  and  importer  must  have  a  thorough 
understanding  of  the  technical  procedure  attending  export  and 
import  shipments.  Shipping,  packing,  customs  regulations,  in- 
surance and  financing,  constitute  the  fundamentals  of  foreign 
trade.  In  this  book  the  author  has  attempted  to  describe  in 
great  detail  the  mechanics  of  exporting  merchandise  from  and 
importing  merchandise  into  the  United  States.  Examples  of 
actual  shipments  have  been  included  frequently  because  busi- 
ness methods  can  be  learned  best  by  studying  the  specific  prac- 
tice of  others.  The  rights  and  duties  of  the  different  factors 
of  foreign  trade  have  been  discussed  from  the  practical  as  well 
as  from  the  legal  point  of  view.  Merchandising  is  not  dis- 
cussed because  the  subject  of  salesmanship  is  one  which  requires 
a  careful  study  of  the  different  foreign  markets  and  is  of 
sufficient  importance  to  require  an  entire  volume.  This  volume 
aims  rather  to  give  the  student  of  foreign  trade  an  insight 
into  the  actual  handling  of  export  and  import  shipments  so 
that  he  will  know  just  what  to  do  after  a  sale  has  been  made  to 
a  foreign  customer  or  an  order  has  been  placed  for  the  purchase 
of  merchandise  abroad. 

The  writer  is  happy  to  be  able  to  acknowledge  to  Professor 
Thurman    Van    Metre,    of    Columbia    University,    J.    E.    Ber- 
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nard,  of  Bernard,  Judae  &  Company,  A.  H.  Reed,  of  Wil- 
cox, Peck  &  Hughes,  and  many  other  friends  his  deep  appre- 
ciation for  the  assistance  which  they  were  kind  enough  to 
render  in  the  preparation  of  this  volume. 

Morris  S.  Rosenthal. 
New  York,  N.  Y. 
September,  1922. 
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PART  I 
THE  EXPORT  SHIPMENT 


TECHNICAL  PROCEDURE  IN 
EXPORTING  AND  IMPORTING 

CHAPTER  I 
DEFINITIONS  OF  EXPORT  QUOTATIONS 

In  foreign  trade  there  are  different  terms  used  which 
indicate  the  point  at  which  delivery  is  to  be  taken  by  the 
consignee  and  the  charges  are  to  be  paid  by  the  seller  and 
buyer.  All  export  and  import  contracts  include  a  clause 
which  states  whether  the  seller  must  pay  the  freight  and 
insurance  or  whether  these  expenses  are  to  be  borne  by  the 
buyer. 

In  order  to  avoid  confusion  arising  from  different  inter- 
pretations of  these  terms,  the  National  Foreign  Trade  Council 
has  issued  a  booklet  in  which  it  defines  each  of  the  terms 
used.  These  booklets  can  be  obtained  from  the  National  For- 
eign Trade  Council,  which  has  an  office  in  New  York  City. 
Their  definitions  will  be  stated  herein  with  an  added  explana- 
tion of  some. 

F.O.B.    (NAMED   POINT) 

"When  the  price  quoted  applies  only  at  inland  shipping  point  and 
the  seller  merely  undertakes  to  load  the  goods  on  or  in  cars  or  lighters 
furnished  by  the  railroad  company  serving  the  industry,  or  most  con- 
veniently located  to  the  industry,  without  other  designation  as  to  rout- 
ing, the  proper  term  is: 

"F.O.B.  (named  point)." 

Under  this  quotation: 

"A.    Seller  must 

1.  place  goods  on  or  in  cars  or  lighters 

2.  secure  railroad  bill  of  lading 
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3.    be  responsible  for  loss  and/or  damage  until  goods  bave 
been  placed  in  or  on  cars  or  ligbters  at  forwarding  point, 
and  clean  bill  of  lading  bas  been  fumisbed  by  tbe  rail- 
road company. 
B.    Buyer  must 

1.  be  responsible  for  loss  and/or  damage  incurred   there- 
after 

2.  pay   all   transportation  charges  including  taxes,   if   any 

3.  handle  all  subsequent  movement  of  tbe  goods." 

The  letters  f.o.b.  stand  for  ''free  on  board."  When  mer- 
chandise is  sold  f.o.b.  (named  point)  the  seller  obligates  him- 
self to  place  the  goods  on  board  a  railroad  car  if  shipment 
is  made  from  an  inland  point,  or  on  board  a  lighter  if  ship- 
ment is  made  by  water  transportation.  The  seller  must 
secure  from  the  transportation  company  a  clean  bill  of  lading 
which  indicates  that  the  merchandise  has  been  delivered  to 
the  carrier  in  sound  condition.  The  buyer  pays  all  of  the 
charges  for  transporting  the  shipment.  Railroad  freight, 
ocean  freight,  insurance  and  any  other  charges  incidental  to 
the  shipment  are  for  his  account.  If  the  merchandise  is 
damaged  either  -while  in  the  custody  of  the  railroad  or  the 
steamship  company,  claim  must  be  filed  by  the  buyer  against 
the  carrier  or  the  insurance  company.  If  no  steamer  is  avail- 
able at  the  port  of  export  -when  the  goods  arrive  there,  the 
buyer  must  arrange  for  storage  and  subsequent  delivery  to 
the  steamer.  Few  importers  agree  to  buy  their  goods  f.o.b. 
(named  point).  Importers  cannot  easily  obtain  accurate  in- 
formation about  railroad  freight  rates  and  ocean  freight  rates 
and  prefer  to  have  exporters  quote  them  prices  which  will 
include  these  charges. 

F.O.B.  FREIGHT   PREPAID 

"When  the  seller  quotes  a  price  including  transportation  charges  to 
the  port  of  exportation  without  assuming  responsibility  for  tbe  goods 
after  obtaining  a  clean  bill  of  lading  at  point  of  origin,  the  proper 
term  is: 

"F.O.B.   (named  point)    Freight  Prepaid  To    (named  point 
on  the  seaboard)." 

Under  this  quotation: 
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"A.    Seller  must 

1.  place  goods  on  or  in  ears  or  lighters 

2.  secure  railroad  bill  of  lading 

3.  pay  freight  to  named  port 

4.  be  responsible  for  loss  and/or  damage  until  goods  have 
been  placed  in  or  on  cars  or  lighters  at  forwarding 
point,  and  clean  bill  of  lading  has  been  furnished  by  the 
railroad  company 

B.    Buyer  must 

1.  be  responsible  for  loss  and/or  damage  incurred  there- 
after 

2.  handle  all  subsequent  movement  of  the  goods 

3.  unload  goods  from  cars 

4.  transport  goods  to  vessels 

5.  pay  all  demurrage  and/or  storage  charges 

6.  arrange  for  storage  in  warehouse  or  on  wharf  where 
necessary." 

F.O.B.    FREIGHT    ALLOWED 

"Where  the  seller  wishes  to  quote  a  price,  from  which  the  buyer  may 
deduct  the  cost  of  transportation  to  a  given  point  on  the  seaboard,  with- 
out the  seller  assuming  responsibility  for  the  goods  after  obtaining  a 
clean  bill  of  lading  at  point  of  origin,  the  proper  term  is : 

"F.O.B.   (named  point)   Freight  Allowed  To   (named  point 
on  the  seaboard)." 

Under  this  quotation : 

"A.    Seller  must 

1.  place  goods  on  or  in  cars  or  lighters 

2.  secure  railroad  bill  of  lading 

3.  be  responsible  for  loss  and/or  damage  until  goods  have 
been  placed  in  or  on  cars  or  lighters  at  forwarding  point, 
and  clean  bill  of  lading  has  been  furnished  by  the  rail- 
road company 

B.    Buyer  must 

1.  be  responsible  for  loss  and/or  damage  incurred  there- 
after 

2.  pay  all  transportation  charges  (buyer  is  then  entitled  to 
deduct  from  the  amount  of  the  invoice  the  freight  paid 
from  primary  point  to  named  port) 
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3.  handle  all  subsequent  movement  of  the  goods 

4.  unload  goods  from  ears 

5.  transport  goods  to  vessel 

6.  pay  all  demurrage  and/or  storage  charges 

7.  arrange   for   storage   in   warehouse   or   on   wharf   where 
necessary." 

These  terms  are  almost  the  same.  When  merchandise  is 
sold  f.o.b.  (named  point)  freight  prepaid  to  seaboard,  the 
seller  must  pay  the  rail  freight  when  he  secures  his  bill  of 
lading.  When  the  freight  is  allowed  instead  of  prepaid,  the 
buyer  deducts  the  amount  of  the  freight  from  his  invoice 
after  paying  it  upon  arrival  of  the  goods  at  destination.  The 
second  and  third  terms  are  not  used  in  sales  made  by  export- 
ers direct  to  their  foreign  buyers.  They  are  used  when  an 
export  commission  house  buys  its  supplies  from  an  inland 
manufacturer.  The  obligations  of  seller  and  buyer  under  the 
second  and  third  terms  do  not  differ  in  practice  from  those 
when  merchandise  is  sold  f.o.b.   (named  point). 

F.O.B.   SEABOARD 

"The  seller  may  desire  to  quote  a  price  covering  the  transportation 
of  the  goods  to  seaboard,  assuming  .responsibility  for  loss  and/ or  dam- 
age up  to  that  point.     In  this  case,  the  proper  term  is : 

"F.O.B.  Cars   (named  point  on  seaboard)." 

Under  this  quotation: 

"A.    Seller  must 

1.  place  goods  on  or  in  cars 

2.  secure  lailroad  bill  of  lading 

3.  pay  all  freight  charges  from  forwarding  point  to  port  on 
seaboard 

4.  be  responsible  for  loss  and/or  damage  until  goods  have 
arrived  in  or  on  cars  at  the  named  port 

B.    Buyer  must 

1.  be  responsible  for  loss  and/or  damage  incurred  there- 
after 

2.  unload  goods  from  cars 

3.  handle  all  subsequent  movement  of  the  goods 
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4.  transport  goods  to  vessel 

5.  pay  all  demurrage  and/or  storage  charges 

6.  arrange  for   storage  in   warehouse   or   on  wharf  where 
necessary." 

This  term  relieves  the  buyer  of  the  necessity  of  filing  claim 
against  the  railroad  company  if  merchandise  is  damaged  while 
in  its  custody.  Furthermore  the  rail  freight  must  be  paid 
by  the  seller.  Otherwise  the  buyer's  responsibilities  are  the 
same  as  those  when  merchandise  is  bought  under  one  of  the 
first  three  terms. 

F.O.B.   SEABOARD  L.C.L.  SHIPMENTS 

"It  may  be  that  the  goods,  on  which  a  price  is  quoted  covering  the 
transportation  of  the  goods  to  the  seaboard,  constitute  less  than  a  cai'- 
load  lot.     In  this  case,  the  proper  term  is: 

"F.O.B.  Cars  (named  port)  L.C.L." 

Under  this  quotation: 

"A.    Seller  must 

1.  deliver  goods  to  the  initial  carrier 

2.  secure  railroad  bill  of  lading 

3.  pay  all  freight  charges  from  forwarding  point  to  port 
on  seaboard 

4.  be  responsible  for  loss  and/or  damage  until  goods  have 
arrived  on  cars  at  the  named  port 

B.    Buyer  must 

1.  be  responsible  for  loss  and/or  damage   incurred  there- 
after 

2.  handle  all  subsequent  movement  of  the  goods 

3.  accept  goods  from  the  carrier 

4.  transport  goods  to  vessel 

5.  pay  all  storage  charges 

6.  arrange   for   storage   in   warehouse   or  on   wharf   where 
necessary." 

This  term  is  identical  with  the  preceding  but  is  used  if  a 
less  than  carload  shipment  is  made.  (For  definition  of  car- 
load and  less  than  carload  shipments,  see  pages  24-25.) 
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F.O.B.  LIGHTERAGE  FREE 

"Seller  may  quote  a  price  which  will  include  the  expense  of  trans- 
portation of  the  goods  by  rail  to  the  seaboard,  including  lighterage. 
In  this  case,  the  proper  term  is : 

"F.O.B.  Cars  (named  port)  Lighterage  Free." 

Under  this  quotation: 

"A.    Seller  must 

1.  place  goods  on  or  in  cars 

2.  secure  railroad  bill  of  lading 

3.  pay  all  transportation  charges  to,  including  lighterage  at, 
the  port  named 

4.  be  responsible  for  loss  and/or  damage  until  goods  have 
arrived  on  cars  at  the  named  port 

B.    Buyer  must 

1.  be  responsible  for  loss  and/or  damage  incurred  there- 
after 

2.  handle  all  subsequent  movement  of  the  goods 

3.  take  out  the  insurance  necessary  to  the  safety  of  the 
goods  after  arrival  on  the  cars 

4.  pay  the  cost  of  hoisting  goods  into  vessel  where  weight 
of  goods  is  too  great  for  ship's  tackle 

5.  pay  all  demurrage  and  other  charges,  except  lighterage 
charges." 

Under  this  term  the  seller  guarantees  free  lighterage  in 
delivering  the  goods  from  the  railroad  to  the  steamer.  (For 
regulations  about  free  lighterage,  see  page  24.)  However,  the 
buyer  must  arrange  for  delivery  to  the  steamer  promptly  upon 
arrival  of  the  goods  at  seaboard.  If  no  steamer  is  available 
and  the  merchandise  must  be  stored  to  await  foreign  shipment, 
warehouse  charges  and  subsequent  delivery  charges  must  be 
borne  by  the  buyer. 

F.A.S.  VESSEL 

"The  seller  may  desire  to  quote  a  price  covering  delivery  of  the 
goods  alongside  overseas  vessel  and  within  reach  of  its  loading  tackle. 
In  this  case,  the  proper  term  is : 

"F.A.S.  vessel  (named  port)." 
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Under  this  quotation: 

"A.    Seller  must 

1.  transport  goods  to  seaboard 

2.  store  goods  in  warehouse  or  on  wharf  if  necessary  unless 
buyer's  obligation  includes  provision  of  shipping  fa- 
cilities 

3.  place  goods  alongside  vessel  either  in  a  lighter  or  on 
the  wharf 

4.  be  responsible  for  loss  and/or  damage  until  goods  have 
been  delivered  alongside  the  ship  or  on  wharf 

B.    Buyer  must 

1.  be  responsible  for  loss  and/or  damage  thereafter,  and  for 
insurance 

2.  handle  all  subsequent  movement  of  the  goods 

3.  pay  cost  of  hoisting  goods  into  vessel  where  weight  of 
goods  is  too  great  for  ship's  tackle." 

The  letters  f.a.s.  stand  for  "free  alongside."  Under  this 
term  the  seller  agrees  to  deliver  the  goods  to  the  steamship 
docks,  within  reach  of  the  ship's  tackle.  Railroad  freight, 
storage  charges  at  the  port  of  shipment  and  delivery  charges 
are  borne  by  the  seller.  Subsequent  charges  such  as  ocean 
freight  and  insurance  are  for  the  account  of  the  buyer.  If 
the  shipment  consists  of  "heavy  lift"  cargo,  the  cost  of  hoist- 
ing the  goods  aboard  the  steamer  is  for  the  account  of  the 
buyer.  Steamship  companies  do  not  charge  for  loading  the 
ordinary  package.  If  a  case  weighs  1,500  or  2,000  pounds, 
a  steamship  company  adds  a  charge  for  loading. 

F.O.B.  VESSEL 

''The  seller  may  desire  to  quote  a  price  covering  all  expenses  up  to 
and  including  delivery  of  the  goods  upon  the  overseas  vessel  at  a  named 
port.     In  this  case,  the  proper  term  is : 

"F.O.B.  vessel  (named  port)." 

Under  this  quotation : 

"A.    Seller  must 

1.  meet  all  charges  incurred  in  placing  goods  actually  on 
board  the  vessel 
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2.  be  responsible  for  all  loss  and/or  damage  until  goods 
have  been  placed  on  board  the  vessel 

3.  provide  the  usual  dock  or  ship's  receipt 
B.    Buyer  must 

1.  be  responsible  for  loss  and/or  damage  thereafter 

2.  handle  all  subsequent  movement  of  the  goods." 

Under  this  term  the  seller  must  deliver  the  goods  on  board 
the  steamer.  Railroad  freight,  storage,  delivery  charges  and 
hoisting  charges  are  for  the  account  of  the  seller.  The  goods 
must  be  delivered  by  him  in  sound  condition  to  the  steamer 
and  he  must  secure  from  the  steamship  company  a  clean  bill 
of  lading.  Ocean  freight,  marine  insurance  and  any  other 
charges  incidental  to  the  shipment  are  for  the  account  of  the 
buyer. 

Of  the  first  eight  terms  only  the  last  two  are  used  to  any 
extent  in  foreign  trade.  Domestic  shipping  conditions  are  as 
a  rule  not  known  to  foreign  buyers  and  for  this  reason  they 
usually  refuse  to  purchase  goods  on  any  basis  which  makes 
them  responsible  for  the  transportation  of  the  merchandise  in 
the  country  of  origin.  The  buyer  can  frequently  secure  in- 
formation about  ocean  freight  rates  and  insurance  rates  and 
will  therefore  agree  to  buy  goods  f.o.b.  or  f.a.s.  steamer. 

C.&F.  FOREIGN  PORT 

"The  seller  may  be  ready  to  go  farther  than  the  delivery  of  his 
goods  upon  the  overseas  vessel  and  be  willing  to  pay  transportation  to 
a  foreign  point  of  delivery.     In  this  case,  the  proper  term  is : 

"C.&F.  (named  foreign  port)." 

Under  this  quotation: 

"A.    Seller  must 

1.  make  freight  contract  and  pay  transportation  charges 
sufficient  to  carry  goods  to  agreed  destination 

2.  deliver  to  buyer  or  his  agent  proper  bills  of  lading  to 
the  agreed  destination 

3.  be  responsible  for  loss  and/or  damage  until  goods  have 
been  delivered  alongside  the  ship  and  clean  ocean  bill  of 
lading  obtained  (seller  is  not  responsible  for  delivery  of 
goods  at  destination) 
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B.    Buyer  must 

1.  be  responsible  for  loss  and/or  damage  thereafter  and 
must  take  out  all  necessary  insurance 

2.  handle  all  subsequent  movement  of  the  goods 

3.  take  delivery  and  pay  costs  of  discharge,  lighterage  and 
landing  at  foreign  port  of  destination  in  accordance  with 
bill  of  lading  clauses 

4.  pay  foreign  customs  duties  and  wharfage  charges,  if 
any." 

The  letters  c.&f.  stand  for  "cost  and  freight."  Under  this 
term  the  seller  must  deliver  the  goods  on  board  the  steamer 
and  pay  the  ocean  freight  to  the  port  of  destination.  Any 
change  in  the  ocean  freight  rate  from  the  time  of  sale  to  the 
time  of  shipment  is  for  the  account  of  the  seller.  The  c.&f. 
quotation  gives  the  buyer  a  guaranteed  cost  of  the  merchan- 
dise delivered  on  board  the  steamer,  with  freight  paid  to  des- 
tination. The  goods  must  be  delivered  to  the  steamer  in  sound 
condition  and  a  clean  bill  of  lading  must  be  secured  from  the 
steamship  company.  The  buyer  must  pay  marine  insurance 
and  take  delivery  promptly  at  the  port  of  destination. 
Charges  for  handling  the  cargo  after  arrival  at  the  foreign 
port  are  for  the  account  of  the  buyer.  If  the  goods  are  dam- 
aged while  in  the  custody  of  the  steamship  company  the  buyer 
must  file  claim  against  the  carrier  or  against  the  insurance 
company. 

C.I.F.  FOREIGN  PORT 

"The  seller  may  desire  to  quote  a  price  covering  the  cost  of  the 
goods,  the  marine  insurance  on  the  goods,  and  all  transportation  charges 
to  the  foreign  point  of  delivery.    In  this  case,  the  proper  term  is : 

"C.I.F.    (named  foreign  port)." 
Under  this  quotation : 

"A.    Seller  must 

1.  make  freight  contract  and  pay  freight  charges  sufficient 
to  carry  goods  to  agreed  destination 

2.  take  out  and  pay  for  necessary  marine  insurance 
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3.  deliver  to  buyer  or  his  agent  clean  bill  of  lading  to  the 
agreed  destination,  and  insurance  policy  and/or  nego- 
tiable insurance  certificate 

4.  be  responsible  for  loss  and/or  damage  until  goods  have 
been  delivered  alongside  the  ship,  and  clean  ocean  bill  of 
lading  and  insurance  policy  and/or  negotiable  insurance 
certificate  have  been  delivered  to  the  buyer,  or  his  agent. 
(Seller  is  not  responsible  for  the  delivery  of  goods  at 
destination,  nor  for  payment  by  the  underwriters  of  in- 
surance claims.) 

5.  provide  war  risk  insurance,  where  necessary,  for  buyer's 
account 

B.    Buyer  must 

1.  be  responsible  for  loss  and/or  damage  thereafter,  and 
must  make  all  claims  to  which  he  may  be  entitled  under 
the  insurance  directly  on  the  underwriters 

2.  take  delivery  and  pay  costs  of  discharge,  lighterage  and 
landing  at  foreign  port  of  destination  in  accordance  with 
bill  of  lading  clauses 

3.  pay  foreign  customs  duties  and  wharfage  charges,  if 
any." 

The  letters  c.i.f.  stand  for  ''cost,  insurance  and  freight." 
Under  this  term  the  seller  assumes  all  charges  for  making  the 
shipment  to  the  foreign  port.  When  buying  goods  on  this 
basis  the  importer  knows  just  what  his  cost  is  up  to  the  time 
the  goods  are  unloaded  by  the  steamship  company  at  the  port 
of  destination.  The  seller  assumes  the  risk  of  fluctuation  in 
ocean  freight  rates  and  in  insurance  rates.  Ocean  freight 
and  insurance  are  prepaid.  The  goods  must  be  delivered  in 
sound  condition  to  the  steamship  company  and  a  clean  bill  of 
lading  secured.  An  insurance  policy  must  be  taken  out  and 
forwarded  to  the  buyer  with  the  other  shipping  documents. 
Under  the  c.&f.  and  c.i.f.  terms  the  seller  is  not  responsible 
for  the  condition  of  the  goods  after  delivery  has  been  made  to 
the  steamship  company.  If  merchandise  is  damaged  while 
afloat  the  buyer  must  file  claim  against  the  carrier  or  the 
insurance    company. 

These  last  two  terms  are  those  most  frequently  used  in 
foreign  trade.  Importers  usually  prefer  to  buy  goods  c.i.f. 
port  of  destination.     They  then  know  exactly  what  their  cost 
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will  be  and  need  only  add  the  customs  duty.  Many  import- 
ers, however,  have  open  policies  covering  marine  insurance 
and  therefore  wish  to  buy  goods  c.&f.  port  of  destination. 
It  is  customary  for  the  exporter  to  cable  his  customer  the 
name  of  the  steamer  carrying  the  merchandise.  Importers 
who  place  their  own  insurance  can  therefore  arrange  for  in- 
surance as  soon  as  shipment  has  been  made.  Many  exporters, 
however,  will  sell  only  on  c.i.f.  terms.  They  do  not  know  if 
the  buyer  will  accept  the  merchandise  after  its  arrival  and 
therefore  prefer  to  place  the  insurance  themselves.  They  are 
then  sure  that  insurance  has  been  effected. 

If  quotations  are  made  f.o.b.  mill  or  f.o.b.  factory,  the  obli- 
gations of  seller  and  buyer  are  the  same  as  those  set  forth 
in  the  first  section.  The  National  Foreign  Trade  Council  in 
giving  the  above  definitions  has  attempted  to  standardize  the 
terms  used  in  quoting  prices,  because  confusion  has  arisen 
when  different  interpretations  have  been  placed  on  these  ab- 
breviations. 

Furthermore,  seller  and  buyer  should  be  careful  to  avoid 
confusion  when  quoting  prices  per  hundredweight  or  per  ton. 
The  net  ton  is  2,000  lbs.,  the  metric  ton  2,205  lbs.  and  the 
gross  ton  is  2,240  lbs.  In  domestic  trade  the  hundredweight 
usually  is  100  lbs. ;  in  foreign  trade  the  hundredweight  is  112 
lbs. 

"When  quotations  are  made  c.i.f.  port  of  destination  the 
seller  should  satisfy  himself  that  the  terms  of  his  insurance 
policy  will  meet  with  the  approval  of  his  customer.  Although 
marine  insurance  has  been  standardized  to  a  great  extent  the 
policies  differ  in  certain  details.  Usually  the  importer  in- 
structs his  supplier  about  the  insurance  coverage.  When  a 
c.i.f.  contract  is  made  the  buyer  often  neglects  to  specify  the 
terms  of  insurance  on  the  assumption  that  the  seller's  open 
policy  will  be  satisfactory.  Disputes,  however,  have  arisen 
because  insurance  policies  issued  by  American  companies  did 
not  include  the  same  clauses  as  those  issued  abroad. 


CHAPTER  II 
THE  EXPORT  SALES  CONTRACT 

When  making  a  sale  to  a  foreign  customer  the  exporter 
must  consider  carefully  the  terms  of  the  contract.  One  of 
the  most  important  features  of  all  sales  contracts  is  the  time 
clause  which  stipulates  "when  the  shipment  must  go  forward 
from  either  the  factory  or  seaboard.  No  buyer  is  willing  to 
place  an  order  for  merchandise  to  be  delivered  at  some  in- 
definite future  time.  He  makes  such  purchases  as  will  take 
care  of  his  requirements  for  a  certain  period.  If  the  seller 
fails  to  comply  with  the  time  provisions  of  a  contract  he  will 
lose  a  customer.  Furthermore,  if  a  shipment  is  made  later 
than  the  time  allowed  the  buyer  has  the  right  to  reject  the 
merchandise  and  refuse  to  pay  for  it.  It  is  of  the  utmost 
importance  that  exporters  ship  goods  as  ordered  by  their 
customers,  because  no  organization  is  able  to  develop  an  in- 
crease of  sales  unless  it  renders  satisfactory  service.  Trial 
orders  are  occasionally  sent  by  mail,  but  by  far  the  greater 
part  of  foreign  trade  is  transacted  by  an  exchange  of  cables. 
There  are  many  brief  phrases  used  which  define  the  time 
within  which  a  shipment  must  be  made.  Some  of  these 
phrases  are  open  to  different  interpretations  and  unfortun- 
ately there  is  occasionally  a  disagreement  between  seller  and 
buyer  as  to  the  exact  construction  to  be  placed  on  the  time 
clause.  Because  shipping  conditions  in  the  different  ports  of 
the  world  are  not  the  same  and  the  number  of  steamers  sailing 
over  the  various  trade  routes  differ,  it  is  impossible  to  apply 
to  shipments  in  one  geographical  area  the  terms  which  would 
apply  to  another.  Interpretations  of  the  various  time  phrases 
have  arisen  through  custom  and  these  find  almost  universal 
acceptance.  Some  of  the  more  important  phrases  have  been 
defined  in  the  government  publication,  "Paper  "Work  in  Ex- 
port Trade,"  and  some  of  these  are  exemplified  as  follows: 

"Immediate"  and  "Prompt"  Delivery. — If  an  exporter  in 
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Seattle  sells  100  tons  of  caustic  soda  to  a  merchant  in  Japan 
and  the  cable  confirming  this  sale  stipulates  that  the  goods 
are  ready  for  delivery,  the  exporter  obligates  himself  to  make 
"immediate  delivery"  to  a  steamer  which  is  scheduled  to  sail 
within  a  few  days.  The  word  "immediate"  is  construed  to 
mean  within  a  day  or  two.  Sailing  within  a  few  days  requires 
that  the  vessel  leave  the  port  within  three  or  four  days.  If 
the  goods  are  sold  for  "prompt"  delivery  the  exporter  is 
allowed  a  week  within  which  to  deliver  the  goods  to  a  steamer 
and  the  steamer  should  sail  within  three  or  four  days  there- 
after. If  the  seller  is  located  in  Chicago,  the  terms  "imme- 
diate delivery"  and  "prompt  delivery"  require  that  the  ship- 
ment be  loaded  on  a  railroad  car  within  the  same  period  that 
an  exporter  located  at  a  seaport  would  be  required  to  make 
delivery  to  a  steamer. 

"Immediate"  and  "Prompt"  Shipment. — If,  on  the  other 
hand,  the  contract  calls  for  "immediate  shipment,"  the  ex- 
porter in  Seattle  must  make  delivery  to  a  steamer  which  is 
scheduled  to  sail  within  two  weeks.  "Prompt  shipment" 
calls  for  sailing  within  three  weeks.  If  the  sale  is  made  for 
shipment  from  an  inland  factory  instead  of  from  seaboard 
the  seller  is  required  to  make  delivery  to  a  railroad  instead 
of  to  a  steamer  within  two  or  three  weeks. 

Shipment  Within  a  Specified  Month. — Sales  are  often  made 
which  stipulate  shipment  within  a  certain  month.  A  steel 
mill  in  Pittsburgh  might  sell  an  importer  in  Buenos  Aires 
1,000  kegs  of  wire  nails  for  "September  shipment  from  the 
factory."  Sometime  during  the  month  of  September  deliv- 
ery must  be  made  to  the  railroad.  The  bill  of  lading  issued 
by  the  railroad  as  a  receipt  for  the  merchandise  shows  the 
date  on  which  the  goods  are  delivercl  and  constitutes  proof 
that  the  time  terms  of  the  contract  have  been  fulfilled.  If 
the  contract  stipulates  "June  shipment  from  seaboard"  the 
exporter  is  required  to  make  delivery  to  a  steamship  dock 
during  the  month  of  June  and  secure  from  the  steamship 
company  a  bill  of  lading  dated  in  June.  It  often  happens 
that  a  shipment  is  delivered  to  the  steamship  dock  within  the 
required  month  but  that  the  steamer  does  not  actually  sail 
until  the  following  month.     In  some  instances  litigation  has 
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resulted,  and  the  courts  have  usually  held  that  if  merchandise 
is  delivered  in  June  and  the  steamer  sails  during  the  first  week 
of  July  the  exporter  has  fulfilled  his  obligations.  The  American 
courts,  however,  have  further  held  that  undue  delay  in  the  sail- 
ing of  a  vessel  does  not  constitute  proper  shipment  even  if  the 
bill  of  lading  bears  a  dating  of  the  month  during  which  ship- 
ment was  to  be  made. 

A  New  York  exporter  sold  a  large  quantity  of  tapioca  to  a 
customer  in  France  for  February  shipment  from  New  York. 
The  merchandise  was  delivered  to  the  steamer  about  Feb.  24. 
The  freight  contract  with  the  steamship  company  called  for 
sailing  the  last  week  of  February.  A  bill  of  lading  was 
issued  by  the  agents  of  the  steamer  with  the  date  of  Feb.  24. 
This  constituted  an  acknowledgment  on  the  part  of  the  steam- 
ship company  that  the  merchandise  had  been  received  by  it 
on  Feb.  24.  The  bills  of  lading  were  sent  to  the  customer. 
For  reasons  entirely  beyond  the  control  of  the  exporter  the 
vessel  did  not  sail  from  New  York  until  the  last  week  in 
March.  The  buyer  refused  to  accept  the  goods  in  spite  of 
the  fact  that  the  bill  of  lading  had  been  dated  Feb.  24.  The 
exporter  conferred  with  his  attorneys,  who  after  consulting 
the  decisions  of  the  courts  in  similar  cases,  advised  that  the 
exporter  had  failed  to  live  up  to  his  contract.  The  only 
recourse  left  the  exporter  was  to  institute  a  law  suit  against 
the  steamship  company.  The  rights  of  both  exporter  and 
steamship  company  will  be   considered  later. 

Conditions  Affecting  These  Interpretations. — The  above 
interpretations  are  open  to  certain  modifications.  If  vessels 
sail  from  Sourabaya,  Java,  to  New  York  only  once  a  month, 
an  American  house  cannot  expect  shipment  within  two  weeks 
even  if  the  sales  contract  calls  for  immediate  shipment.  The 
seller  must  be  given  a  certain  amount  of  latitude.  The  volume 
of  freight  offering  at  Sourabaya  and  the  advance  bookings 
of  the  steamship  company  are  both  elements  which  must 
receive  proper  consideration.  If,  on  the  other  hand,  there 
are  sailings  from  London  to  New  York  three  or  four  times 
a  week,  the  American  importer  has  a  right  to  insist  that  the 
term  "immediate  shipment"  be  construed  so  as  to  call  for 
shipment  within  two  weeks. 
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Trade  Customs. — In  certain  industries  "trade  customs" 
have  arisen  which  define  clearly  the  time  provisions  of  the 
sales  contracts.  Burlap  coming-  from  Calcutta  is  always  sold 
for  shipment  within  a  specified  month.  To  obviate  the  possi- 
bility of  a  misunderstanding  arising  from  a  sailing  the  first 
part  of  the  month  after  that  specified  in  the  contract,  all 
burlap  contracts  stipulate  that  the  "alongside"  clause  of  the 
bill  of  lading  shall  govern.  The  "alongside"  clause  of  the 
bill  of  lading  is  a  statement  on  the  part  of  the  steamship 
company  that  the  burlap  was  delivered  to  its  dock  on  a  cer- 
tain day  for  sailing  by  a  specified  steamer.  The  subsequent 
movement  of  the  goods  is  of  no  importance.  As  long  as  the 
exporter  makes  delivery  to  the  dock  within  the  month  called 
for  by  his  contract,  and  can  show  the  steamship  bill  of  lading 
proving  this,  the  buyer  has  no  cause  for  rejecting  the  mate- 
rial. If  an  importer  in  San  Francisco  buys  a  million  yards 
of  burlap  for  July  shipment  from  Calcutta  the  exporter  need 
only  deliver  the  goods  to  the  steamship  company  during  the 
month  of  July.  The  merchandise  may  not  go  forward  on  the 
expected  steamer  but  may  be  delayed  a  month  or  even  more. 
The  importer  must  take  delivery  upon  the  arrival  of  the  goods. 

Sailing  Within  a  Specified  Month. — Many  importers  refuse 
to  purchase  goods  under  any  of  the  time  provisions  outlined. 
Instead,  they  demand  that  the  merchandise  be  delivered  to 
a  steamer  which  actually  sails  within  the  period  allowed.  A 
London  importer  may  place  an  order  with  a  merchant  in 
Singapore  for  100  tons  of  rubber.  The  contract  reads  "April 
sailing."  The  exporter  must  forward  the  goods  on  a  steamer 
which  actually  clears  from  Singapore  during  the  month  of 
April.  A  bill  of  lading  which  shows  April  dating  is  not  suffi- 
cient. While  the  "sailing"  clause  gives  great  protection  to 
the  importer  it  places  an  undue  burden  on  the  exporter.  The 
freight  contract  made  with  the  steamship  company  may  call 
for  sailing  in  April,  but  all  steamship  companies  reserve  to 
themselves  the  right  to  delay  a  sailing  if  conditions  warrant. 
There  is  only  one  way  effectively  to  prevent  misunderstand- 
ings between  buyer  and  seller.  When  soliciting  business  the 
exporter  should  explain  any  conditions  which  are  likely  to 
cause  delay  in  shipment.     The  importer  should  be  made  to 
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understand  the  difficulties  with  which  the  shipper  must  con- 
tend, and  unless  he  is  willing  to  adopt  a  liberal  attitude,  the 
exporter  should  not  undertake  the  business.  It  is  far  better 
not  to  make  a  sale  than  to  have  trouble  afterwards  and  have 
material  rejected  upon  arrival  at  a  foreign  port. 

Inability  to  Secure  Freight  Space. — It  sometimes  occurs 
that  an  exporter  is  unable  to  secure  freight  space  within  the 
contract  time.  A  sufficient  number  of  steamers  sail  from  his 
seaport  to  create  the  impression  that  his  shipment  should 
have  gone  forward.  Unfortunately,  the  exporter  has  not  been 
able  to  get  a  steamship  company  to  accept  his  material.  As 
a  result  he  makes  late  delivery.  Court  decisions  have  not 
definitely  decided  whether  late  delivery  is  allowed  under  such 
circumstances,  but  regardless  of  the  legal  rights  of  buyer 
and  seller,  it  must  be  remembered  that  the  best  advertisement 
for  any  merchant  is  a  satisfied  customer.  The  buyer  desires 
neither  excuses  nor  law  suits.  He  wants  only  the  merchan- 
dise he  purchases  at  the  time  he  needs  it.  It  is  therefore 
advisable  that  exporters  should  not  close  a  contract  calling 
for  shipment  within  a  certain  time  unless  they  have  first 
assured  themselves  that  they  can  secure  freight  space  on  a 
steamer  sailing  within  that  time.  A  list  of  the  steamers  sail- 
ing from  all  ports  of  the  United  States  can  be  secured  from 
the  offices  of  the  steamship  companies  or  from  export  trade 
bulletins  which  are  published  weekly  and  monthly. 

Shipment  "As  Soon  as  Possible." — During  the  recent 
World  "War  the  German  submarines  were  successful  in  de- 
stroying a  large  part  of  the  world's  tonnage.  It  was  exceed- 
ingly difficult  to  secure  freight  space  and  it  was  impossible 
to  guarantee  that  a  shipment  would  be  made  within  a  definite 
time.  Exporters  therefore  accepted  orders  for  shipment  ''as 
soon  as  possible"  and  felt  that  this  clause  allowed  them  to 
defer  shipment  until  they  could  make  a  contract  with  a 
steamship  company.  The  protection  given  by  this  clause  was 
not  as  complete  as  might  be  thought  from  first  reading  it. 
If  the  William  Jones  Company  of  New  York  made  a  contract 
containing  the  above  time  clause  and  it  was  shown  that  other 
shippers  had  succeeded  in  forwarding  their  goods  during  that 
time,  the  importer  could  justly  hold  that  the  William  Jones 
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Company  had  not  fulfilled  the  terms  of  its  contract.  Inability 
of  one  particular  shipper  to  secure  freight  space  does  not  re- 
lieve him  of  his  obligations  provided  that  it  can  be  shown  that 
other  shippers  were  successful  in  making  freight  contracts 
at  that  time.  This  latter  interpretation  of  the  "as  soon  as 
possible"  clause  cannot  be  asserted  as  an  established  fact. 
There  are  different  interpretations  and  only  litigation  deter- 
mines the  merits  of  an  individual  case. 


CHAPTER  ITT 
ROUTING  THE  SHIPMENT 

Rail  and  Ocean  Traffic  Conditions. — When  planning  how 
he  intends  to  route  a  shipment  the  exporter  must  examine 
carefully  inland  as  well  as  ocean  transportation  conditions. 
Many  importers  abroad  instruct  their  sellers  how  to  forward 
their  goods.  In  the  absence  of  such  orders  the  exporter  must 
choose  the  route  which,  other  things  being  equal,  will  bring 
the  shipment  to  the  port  of  destination  in  the  shortest  time. 
This  is  true  not  only  of  the  inland  exporter  but  also  of  the 
exporter  located  at  a  seaport.  A  shipper  of  canned  salmon 
located  in  Seattle.  Washington,  might  find  that  a  customer 
in  London  could  secure  quicker  delivery  if  the  goods  are 
shipped  from  Seattle  to  New  York  by  rail  and  then  by  steamer 
to  London  than  if  shipment  is  made  by  boat  directly  from 
Seattle  to  London  via  the  Panama  Canal. 

The  conditions  which  the  Seattle  exporter  must  bear  in 
mind  are  two  in  number.  First,  he  must  know  the  approx- 
imate time  it  will  take  for  the  vessel  to  go  from  Seattle  to 
London  and  also  how  long  it  will  take  for  the  rail  and  water 
trip  via  New  York.  Secondly,  the  date  on  which  the  ship- 
ment is  ready  to  go  forward  is  an  element  of  importance. 
The  all-water  route  might  actually  take  a  week  less  in  transit 
than  the  combined  rail  and  water  voyage.  If,  however,  the 
goods  are  ready  to  go  forward  on  June  15  and  the  next  direct 
sailing  from  Seattle  to  London  is  June  30,  the  exporter  will 
save  a  week  for  his  customer  by  making  immediate  shipment 
via  rail  to  Xew  York.  Steamers  sail  from  New  York  to 
London  almost  daily,  so  that  there  will  be  no  delay  in  Xew 
York  in  making  transshipment  to  a  steamer. 

A  manufacturer  of  dye  stuffs  in  Ohio  faces  a  different 
problem.  He  receives  an  order  for  1.000  lbs.  of  malachite 
green  from  an  importer  in  Rio  de  Janeiro.  There  are  sev- 
eral routes  by  which  he  can  forward  the  goods  to  their  des- 
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tination.  There  are  sailings  to  Rio  de  Janeiro  from  New 
York,  Philadelphia,  Baltimore,  Mobile,  and  New  Orleans. 
"Whichever  route  he  chooses,  part  of  the  transportation  must 
be  by  railroad.  Different  railroads  go  to  each  one  of  these  sea- 
ports and  the  exporter  must  know  on  which  railroad  there  is 
the  least  likelihood  of  congestion  and  delay.  He  must  fur- 
thermore find  out  from  which  port  the  ocean  voyage  takes 
the  least  time.  Lastly,  the  frequency  of  ocean  sailings  must 
be  considered.  The  exporter  might  plan  to  make  delivery 
to  a  steamer  sailing  from  Mobile  two  weeks  after  the  goods  are 
delivered  to  the  railroad.  Due  to  unforeseen  conditions  it 
may  take  four  weeks  for  the  merchandise  to  get  to  Mobile. 
The  steamer  will  have  left  on  time  and  there  will  be  no  other 
sailing  for  a  month.  Conditions  in  New  York  may  be  dif- 
ferent. There  may  be  sailings  to  Rio  de  Janeiro  every  week, 
so  that  if  a  shipment  misses  one  vessel  it  can  go  forward  the 
following  week.  Such  conditions  at  Mobile  and  New  York 
might  cause  the  exporter  to  prefer  making  rail  shipment  to 
the  latter  port  even  if  it  takes  a  few  days  longer  than  to 
Mobile. 

Choice  of  Steamship  Company. — The  frequency  of  sailings 
is  also  a  very  important  consideration  in  making  a  choice  of 
a  steamship  company  with  which  to  contract  for  the  ocean 
voyage.  The  larger  and  longer  established  steamship  com- 
panies have  many  more  sailings  than  the  smaller  and  newer 
lines.  This  will  prompt  many  an  exporter  to  contract  only 
with  the  larger  companies  for  the  ocean  shipments.  But  it 
must  be  borne  in  mind  that  no  business  organization  has 
attained  its  large  size  without  years  of  development  and  ex- 
pansion. Each  had  a  small  beginning  and  grew  because  of 
sound  and  capable  management.  It  cannot  be  said  that  all 
large  steamship  companies  are  good  and  that  all  small  ones 
are  bad.  Each  exporter  must  investigate  carefully  the  prac- 
tices and  capacities  of  the  different  steamship  companies  and 
must  base  his  choice  not  only  on  the  size  of  the  company  and 
the  frequency  of  its  sailings  but  also  on  the  service  which 
it  renders  its  shippers. 

Facilities  for  Loading  and  Unloading'. — The  port  facilities 
of  the  steamship  companies  at  destination  must  be  taken  into 
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consideration  as  well  as  those  in  the  country  of  origin.  Some- 
times the  agents  of  the  vessel  have  failed  to  arrange  for 
prompt  unloading  on  the  arrival  of  the  steamer  abroad.  As 
a  result  the  ship  will  lie  in  the  harbor  for  two  or  three  weeks 
before  finding  a  berth.  Many  exporters  suffered  severely 
during  a  recent  congestion  at  the  port  of  Havana.  Two  or 
three  of  the  steamship  companies  which  have  regular  sail- 
ings from  New  York  to  Havana  were  unable  to  carry  all 
of  the  freight  which  was  offered,  and  other  steamship  com- 
panies were  prompted  to  send  vessels  over  this  route.  Many 
of  these  lay  in  the  harbor  at  Havana  for  some  time  before 
unloading,  and  in  several  cases  steamers  were  forced  to  re- 
turn to  New  York  without  having  made  delivery  of  their 
cargo.es. 

COST  OF  EXPORT  SHIPPING 

Another  element  which  influences  the  exporter  in  choosing 
a  route  for  a  shipment  is  that  of  expense.  When  offering 
goods  c.i.f.  port  of  destination,  the  seller  wishes  to  quote  his 
prospective  customer  the  lowest  possible  price.  The  exporter 
must  therefore  compare  railroad  rates  and  ocean  freight  rates 
from  the  factory  to  destination  in  order  to  find  the  least  ex- 
pensive routing. 

Comparative  Costs  of  Different  Routes. — Other  things  be- 
ing equal,  both  exporter  and  importer  will  prefer  the  cheapest 
route,  but  quick  delivery  should  not  be  sacrificed  for  saving 
in  expense  without  the  consent  of  the  customer.  A  manufac- 
turer in  Birmingham,  Alabama,  who  receives  an  inquiry  for 
1,000  tons  of  sulphate  of  ammonia  from  an  importer  in  Kobe, 
Japan,  has  three  ways  of  making  the  shipment.  The  goods 
can  be  forwarded  from  Birmingham  by  rail  to  Xew  York, 
New  Orleans,  or  San  Francisco,  and  thence  by  steamer  to 
Japan.  Upon  investigating  the  rail  and  ocean  freight  rates, 
the  exporter  learns  that :  The  rail  rate  from  Birmingham 
to  New  York  is  50  cents  per  100  lbs. ;  the  ocean  freight  rate 
is  $10.00  per  ton  of  2,240  lbs.  The  rail  rate  from  Birming- 
ham to  New  Orleans  is  $3.00  per  ton  of  2,000  lbs.,  plus  a 
wharfage  charge  at  Xew  Orleans  of  70  cents  per  ton  of  2,000 
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lbs.;  the  ocean  freight  rate  from  New  Orleans  to  Kobe  is 
$10.00  per  ton  of  2,240  lbs.  The  rail  rate  from  Birmingham 
to  San  Francisco  is  90  cents  per  100  lbs.;  at  San  Francisco 
there  is  a  state  toll  charge  on  all  exports  of  15  cents  per  2,000 
lbs.;  the  ocean  freight  rate  from  San  Francisco  to  Kobe  is 
$6.00  per  ton  of  2,000  lbs.  Sulphate  of  ammonia  is  packed  in 
bags  weighing  202  lbs.  gross  and  200  lbs.  net,  that  is,  each 
bag  contains  200  lbs.  of  sulphate  of  ammonia;  the  bag  itself 
weighs  2  lbs.  Freight  must  be  paid  on  the  basis  of  the  gross 
weight,  but  the  article  itself  is  sold  on  a  basis  of  net  weight, 
therefore  in  calculating  the  freight  costs  the  exporter  must 
include  the  weight  of  the  bag.  Comparative  costs  of  making 
the  shipment  are  as  follows : 


New  York 

Neio  Orleans 

San  Francisco 

Per  100  lbs. 

Per  100  lbs. 

Per  100  lbs. 

net  weight 

net  weight 

net  weight 

Rail  shipment    .... 

$.50% 

$.18% 
including 
wharfage 

$.91 

Ocean   shipment 

.45 

.45 

.301/3 

.00%   State 
toll 

Total      

$.95 

$.63% 

$1.22 

The  exporter  finds  that  the  shipment  can  be  made  at  least 
expense  from  New  Orleans,  and  when  he  cables  his  customer 
the  c.i.f.  price  he  bases  it  on  making  shipment  via  New 
Orleans. 

A  manufacturer  of  starch  whose  plant  is  located  in  Chi- 
cago finds  that  he  can  effect  a  saving  in  his  rail  shipment 
when  he  forwards  goods  to  London.  The  ocean  freight  rates 
from  New  York,  Philadelphia,  and  Baltimore  are  the  same. 
The  railroad  rate  from  Chicago  to  New  York  is  26^  cents 
per  100  lbs. ;  from  Chicago  to  Baltimore,  23^  cents  per  100 
lbs.  Although  the  difference  is  slight,  only  a  few  cents  per 
100  lbs.,  it  makes  a  difference  of  more  than  1  per  cent  in  the 
cost  of  an  article  which  can  be  landed  in  London  at  a  cost 
of  about  $2.50  per  100  lbs. 

Export    Rail    Freight    Rates. — The    railroads    base    their 
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freight  rates  on  the  size  of  the  shipment  and  make  a  distinction 
between  what  are  called  "carload''  and  "less  than  carload" 
lots.  Railroads  have  established  tariffs  which  state  how  many 
pounds  of  an  article  must  be  shipped  in  order  to  take  ad- 
vantage of  the  lower  rate  which  is  given  for  carload  ship- 
ments. On  carload  shipments  lower  rates  are  often  given 
when  the  goods  are  destined  for  export  than  when  shipments 
are  made  for  domestic  consumption.  The  minimum  carload 
is  not  the  same  on  all  commodities.  It  also  varies  on  the 
same  commodity  for  shipment  to  different  points.  The  min- 
imum carload  on  sulphate  of  ammonia  for  export  shipment 
is  40.000  lbs.  from  Birmingham  to  Xew  Orleans  and  to  New 
York ;  it  is  60,000  lbs.  from  Birmingham  to  San  Francisco. 
The  minimum  carload  on  starch  for  export  via  Xew  York  is 
60.000  lbs.  If  the  starch  is  shipped  to  Xew  York  for  domestic 
consumption  the  minimum  carload  is  only  40.000  lbs.  The 
exporter  must  keep  fully  posted  as  to  changes  in  railroad 
regulations.  On  starch  there  is  a  difference  of  61/2  cents  per 
100  lbs.  on  the  export  and  domestic  rail  rates.  To  take  ad- 
vantage of  the  export  rate  a  sale  of  60.000  lbs.  must  be  made. 
A  careless  shipper  who  does  not  know  the  regulations  apply- 
ing to  minimum  carloads  is  likely  to  offer  his  customer  20 
tons  of  starch  at  a  price  based  on  the  export  freight  rate. 
When  shipment  is  actually  made  he  finds  out  too  late  that  he 
will  suffer  a  loss  of  6i/o  cents  per  100  lbs.  because  he  can  not 
take  advantage  of  the  export  rail  rate. 

Free  Lighterage. — On  all  carload  shipments  the  railroads 
make  delivery  to  the  steamship  dock  without  charge.  At  the 
port  of  Xew  York  export  shipments  are  "lightered"  from 
the  railroad  terminal  to  the  steamship  pier.  A  lighter  is  a 
barge  on  which  goods  are  carried  after  they  have  been  un- 
loaded from  the  railroad  car.  At  other  ports  in  the  United 
States,  such  as  Boston,  Philadelphia,  Xew  Orleans,  San  Fran- 
cisco, and  Seattle,  the  railroad  car  is  hauled  on  the  steamship 
dock  where  the  merchandise  can  be  taken  from  the  car  to 
the  steamer. 

Less  Than  Carload  Rates  (L.C.L.  Rates). — On  less  than 
carload  lots  no  lower  rail  rates  are  given  on  export  than  on 
domestic  shipments.     The  same  ocean  rate,  however,  applies 
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to  carload  and  less-than-carload  shipments,  unless  the  order 
is  so  small  that  only  a  few  packages  are  shipped.  If  the 
exporter  in  Birmingham  receives  an  order  for  a  less-than- 
carload  lot  of  20,000  lbs.  of  sulphate  of  ammonia  he  must 
first  consider  the  different  less-than-carload  rail  rates  from 
Birmingham  to  New  York,  New  Orleans,  and  San  Francisco. 
Again  New  Orleans  would  receive  the  preference  with  a  less- 
than-carload  rate  of  441/i>  cents  per  100  lbs.,  compared  with 
a  90  cent  rate  to  New  York  and  a  $5.051/2  rate  to  San  Fran- 
cisco. 

On  less-than-carload  shipments  the  exporter  must  con- 
sider certain  charges  which  he  would  not  incur  if  carloads 
were  shipped.  Railroads  do  not  deliver  l.c.l.  lots  to  a  steamer 
free  of  charge.  The  shipper  must  arrange  for  lighterage  or 
cartage  himself.  These  charges  are  not  uniform  at  the  dif- 
ferent ports  of  export.  In  Xew  York  the  trucking  rate  is 
from  15  cents  to  20  cents  per  100  lbs.,  whereas  in  Seattle  the 
charges  are  10  cents  per  100  lbs. 

Storage  at  Seaport. — It  sometimes  happens  that  a  ship- 
ment arrives  from  the  factory  at  the  port  of  export  shipment 
when  no  steamer  is  available.  On  carload  lots  destined  for 
export  the  railroads  hold  the  goods  without  charge  for  ten 
days  after  arrival.  On  less-than-carload  shipments  five  days 
are  allowed.  After  the  expiration  of  the  free  time  periods 
the  shipper  must  take  delivery  of  his  merchandise  or  the 
railroad  will  place  the  goods  in  a  warehouse.  If  the  ex- 
porter cannot  secure  permission  to  place  the  goods  on  the 
steamship  pier  to  await  the  loading  of  the  steamer  he  must 
arrange  for  storage  until  the  steamship  company  will  issue 
a  shipping  permit.  The  warehouse  charges  at  some  ports 
are  higher  or  lower  than  at  others.  In  New  York  merchan- 
dise must  be  placed  in  privately  operated  warehouses.  This 
involves  two  cartage  charges,  one  to  the  warehouse  and  one 
from  the  warehouse  to  the  steamer.  The  cost  of  storing 
merchandise  in  New  York  is  about  12  cents  per  100  lbs.  each 
month.  In  Philadelphia  merchandise  can  be  stored  on  the 
upper  tier  of  the  steamship  docks  at  a  cost  of  5  cents  per  100 
lbs.  The  expense  of  cartage  is  eliminated.  In  New  York 
there  is  a  charge  of  about  10  cents  per  100  lbs.  for  labor  when 
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goods  are  placed  in  store.  On  the  steamship  docks  in  Phila- 
delphia no  extra  charge  for  labor  is  made. 

If  the  element  of  expense  were  the  only  one  to  be  consid- 
ered in  routing  an  export  shipment,  exporters  would  probably 
never  choose  New  York  as  the  port  of  export.  Many  export- 
ers prefer  shipping  goods  from  Xew  York  because  more 
steamers  sail  from  this  port  than  from  any  other  in  the  United 
States.  In  their  desire  to  minimize  as  much  as  possible  the 
cost  of  forwarding  their  goods  abroad,  shippers  should  not 
overlook  the  other  factors  determining  their  decision.  Each 
must  be  given  due  consideration  and  only  the  wishes  of  the 
importer  can  decide  which  route  is  most  desirable. 

Ocean  Freight  Rates. — There  is  no  government  agency 
which  regulates  ocean  freight  rates  as  the  Interstate  Com- 
merce Commission  regulates  railroad  freight  rates.  Ocean 
rates  are  determined  to  a  great  extent  by  competition  among 
the  steamship  companies.  The  evil  effects  of  rate  cutting 
have  brought  the  steamship  companies  more  closely  together. 
Conferences  have  been  established  which  are  attended  by 
representatives  of  the  majority  of  the  steamship  lines.  At 
these  meetings  the  ocean  freight  rates  are  agreed  upon  and 
all  of  the  companies  that  are  members  of  the  conference  abide 
by  the  tariffs  established.  Some  of  the  smaller  steamship 
companies  operating  steamers  occasionally  quote  lower  rates 
in  order  to  attract  shippers.  It  is  advisable  to  investigate 
the  standing  of  such  steamship  companies  before  taking  ad- 
vantage of  the  cheaper  rates.  Exporters  have  met  with  dif- 
ficulties when  in  some  instances  the  cut-rate  steamship  lines 
have  failed  to  carry  out  their  obligations. 


CHAPTER  IV 
FREIGHT  FORWARDERS 

There  is  a  great  deal  of  detail  work  in  handling  export 
shipments.  Organizations  whose  foreign  trade  is  a  large  part 
of  the  business,  maintain  special  export  traffic  departments 
to  handle  their  foreign  shipments.  There  are,  however,  many 
exporters  who  ship  abroad  only  a  small  portion  of  their  pro- 
duction. The  volume  of  their  export  business  is  not  suffi- 
ciently large  to  warrant  the  establishment  of  a  separate 
shipping  department.  Such,  export  houses  make  use  of  the 
services  of  freight  forwarders,  sometimes  spoken  of  as  freight 
brokers.  The  freight  forwarder  maintains  an  office  or  has  a 
correspondent  in  all  of  the  large  industrial  centers.  He  acts 
as  agent  for  both  exporter  and  importer  in  caring  for  the 
shipping  of  merchandise. 

Contracts  for  Freight  Space. — The  freight  forwarder  can 
serve  both  the  inland  manufacturer  and  the  exporter  located 
at  seaboard.  If  a  furniture  manufacturer  in  Grand  Rapids, 
Michigan,  receives  an  order  from  one  of  his  customers  in 
Buenos  Aires  he  secures  the  services  of  a  freight  forwarder 
in  New  York.  This  does  not  limit  the  manufacturer  to  mak- 
ing shipment  via  New  York,  because  it  is  the  duty  of  the 
forwarding  agent  to  investigate  the  different  methods  of  mak- 
ing shipment  to  South  America  and  to  give  his  principal  full 
information  about  the  number  of  sailings  from  the  different 
ports  of  the  United  States,  the  comparative  ocean  and  rail 
freight  rates  and  the  length  of  time  shipments  would  take 
over  the  different  routes.  After  a  sale  has  been  made  the 
freight  broker  receives  instructions  from  the  manufacturer 
to  contract  with  one  of  the  steamship  companies  for  ocean 
shipment  of  the  goods.  The  forwarding  agent  often  receives 
instructions  about  the  choice  of  steamship  company  and 
steamer,  but  in  many  instances  the  manufacturer  merely  in- 
forms his  agent  of  the  time  conditions  of  the  contract.     The 
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forwarder  then  selects  one  of  the  steamship  companies  which 
has  a  sailing  at  the  time  the  goods  will  arrive  at  seaboard. 
He  makes  a  contract  on  behalf  of  the  manufacturer  at  the 
lowest  possible  freight  rate.  Shipping  instructions  are  sent 
by  the  forwarding  agent  to  the  manufacturer. 

If  the  exporter  has  his  own  office  at  the  port  of  exporta- 
tion, he  will  usually  prefer  to  handle  the  shipment  himself. 
The  forwarding  agent  acts  only  in  the  capacity  of  freight 
broker  and  makes  a  contract  with  the  steamship  company 
for  the  shipment.  The  exporter  does  not  incur  any  addi- 
tional expense  by  placing  his  freight  contracts  through  a 
broker.  The  steamship  companies  pay  freight  forwarders  a 
commission  of  iy±  per  cent  of  the  freight  on  all  contracts 
secured  by  them.  No  lower  freight  rates  could  be  secured 
by  the  shipper  if  he  made  his  contracts  directly  with  the 
steamship  companies.  The  freight  broker  saves  the  exporter 
the  time  and  trouble  of  communicating  with  the  different 
steamship  companies  to  ascertain  their  freight  rates  and  their 
sailings. 

It  is  advisable  for  the  exporter  to  secure  a  copy  of  the 
contract  which  the  freight  broker  makes  with  the  steamship 
company.  This  copy  should  be  signed  by  a  representative  of 
the  steamship  company.  It  has  happened  that  in  the  rush 
of  business  the  freight  brokers  have  neglected  to  secure  writ- 
ten confirmations  from  the  steamship  companies.  Disputes 
have  subsequently  arisen  about  the  freight  rate  at  which 
shipping  space  was  engaged.  Although  the  shipper  can  hold 
the  freight  broker  for  any  difference  in  the  contract  rate  and 
the  rate  actually  charged  by  the  steamship  company,  for- 
warding agents  are  rarely  able  to  pay  any  large  losses  arising 
from  their  negligence. 

Export  Shipping  Instructions. — The  freight  forwarder 
renders  further  service  to  the  inland  exporter.  After  the 
freight  contract  has  been  made,  the  forwarder  sends  the  man- 
ufacturer a  form  blank  which  is  to  be  filled  out  with  particu- 
lars of  the  consignment.  This  is  to  be  returned  to  the  freight 
forwarder  at  the  time  the  merchandise  is  shipped  from  the 
factory.  These  information  blanks  contain  a  statement  as 
to  the  number  of  packages  shipped,  the  marks  and  numbers 
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on  the  packages,  the  gross  and  net  weights  and  cubic  meas- 
urements of  the  packages,  the  railroad  car  number  containing 


NEW  YORK  6J  Broadway 

BOSTON  4J  Franklin  St 

SANFRANCISCOMark.tat2dSt. 
SEATTLE  .  810  Third  Ave. 
MONTREAL  -  JJI  St  James  Sl 


American  Express  Company 

FOIEJCK  TIATF1C  DlfT  . 

Export  Shipping  Instructions 


DETROIT  -  1 1  Fori  St.  West 
TORONTO -406B'dofTrsdcBldg. 
CHICAGO  .  15  No.  W.bs.ri  An. 
WINNIPEG  ■  364  Mam  Sl  Wm 
ST.  LOL'IS  ■  **  and  Loco*  Su. 


May  IS., 


.1928 


To  AMERICAN  EXPRESS  CO., 


Sin 


(Fore:cn  traffic  dept.) 


Philadelphia 


Please  note  the  following  shipping  instructions  for  goods  sent  to  your  care  at  .'■'  ~."         |  which 

arc  to  be  forwarded  under  customary  form  of  B/L  (Refer  to  yours  r»f  April    14     (.I.  No      3383 

Goods  shipped  from      West    Alllfl.    Wisconsin 

date  _._M»Z.A?*^. via        «rte  Railroad 

BILLS  OF  LADING  to  be  drawn  in  name  of MfitfiOr    AutO    Tank    Company  ..  SHIPPER  and 

CONSICNED  TO .°.U?_.f«rl£r __ __ 

AT London _ , 

Name  and  address  of  Consignee  (or  party  to  be  notified*)  is 

Hall  Trading  Corrpany,   Ltd.   London 


Send J....£illi  of  Lading  to... .US. and 

_ ....Hall. Trading .Companjr,   Ltd^ .JLondcn. 


X copies  to 


-    I 


H  T  0 

LONDON 
1/34 

Made  in  USA 


34   Eoxes 

Enpty  steel 
Cylinders 


$1530.00 


6400 
lbs 


6230 
lbs 


235 


I-..-  h,  «  do  not  lnsnrfe,  S  .-hv..-<  y  w 

and  debit  premium  charges  to 


Through    Freight    and    all    charge,   to   be    charged 

„ US     . , 

Freight  to   New  York.   Boston  or  Ptula.   to  be  charged 

to US 

Cartage   to   .Kip's   ode  to  be   chanted 


-US- 


Ocean  Freight   to  be  charged 

to US 

Your   service    to   be    charged 


ched.-C-  O    D.   »_ 


C    O    O.  Collection  charge,  payable  b7    ■  j?' 


Particular 


Theft  6 
Pilferage        Risks 


Insurance,  unless  otherwise  ordered,  will  be  affected  on  the 
osnal  marine  conditions,  varying  according  to  the  nature  of 
merchandise.  Breakage,  leakage,  theft,  pilferage,  end  other  . 
special  risks  are  not  covered  units*  epeciaDy  requested.  Please 
state  explicitly    what   conditions  are    required. 


special  instructions -.....^l-P..!.1?.  Cu nard_  e* e a.me r_ _  V I_s o * fJi _^-_ .^ ^-.-f A ^.il - ?*. ^.**- ^? * A 

Railroad  bill  of  lading  at taohed.     please  traoe  shipment  through 

to__rfew  .York. 

,""wl'    Meteor  Auto  Tank  Company 

~ " "Signed 

Add™. West  AlllP,  Wlsoonsln. 


IMPORTANT       S«K..,ric»tL;B,r.r'«Da^^.:X0P.»!?S  tM  "wil  ■?",i".*Er£.   .';.'   ''"hVkrIckT 
IsTla  V/l%  1  rhlt  1     t1flo  ttJll  l0  BurI)  kecelpu.  "CAMal  AM.  KX.  CO.,  foreign  Tramc  Uen.rtiu.nl-  at   N.   V  .  Jj.uot  er  P. 


-rOl  EXPQBT - 


.  Doatea  er  P.IU  .  and  words 


Fig.  2. — Instructions  Sent  by  the  Exporter  to  the  Freight  Forwarder 


the  shipment  and  the  approximate  value  of  the  shipment  to 
be   entered   on  the   export   declaration  to   be   filed  with  the 
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United  States  Government  and  the  particulars  for  writing  the 
ocean  bills  of  lading.  The  manufacturer  also  instructs  the 
forwarder  about  the  disposition  of  the  bills  of  lading  after 
they  have  been  signed  by  the  steamship  company.  Some 
freight  forwarders  place  marine  insurance  on  behalf  of  their 
principals.  Sometimes  the  bills  of  lading  are  returned  to  the 
manufacturer,  who  then  completes  his  shipping  documents 
and  sends  them  abroad.  In  other  cases  the  forwarding  agent 
sends  the  documents  to  a  bank  or  direct  to  the  consignee 
abroad. 

Inland  exporters  must  be  careful  to  co-operate  with  their 
freight  forwarders.  Careless  shippers  have  been  known  to 
forward  merchandise  from  the  factory  without  informing  their 
freight  forwarders.  In  other  instances  merchandise  is  shipped 
on  a  negotiable  railroad  bill  of  lading  and  the  exporter  for- 
gets to  send  it  to  his  agent.  Often  inaccurate  statements  are 
made  as  to  the  weights  and  measurements  of  the  packages. 
The  forwarding  agent  cannot  protect  the  interests  of  his  prin- 
cipals without  their  assistance. 

Railroad  freight  should  be  prepaid.  The  freight  for- 
warder has  little  capital  at  his  command.  "When  the  rail 
shipment  is  sent  forward  the  manufacturer  should  send  a 
check  for  the  approximate  amount  of  the  ocean  freight  and 
other  charges  likely  to  be  incurred.  Information  given  should 
be  accurate  and  detailed. 

Tracing  the  Rail  Shipment. — The  exporter,  however,  should 
not  forget  about  his  shipment  after  the  goods  have  left  the 
factory.  Although  the  freight  forwarder  should  trace  the 
shipment  and  follow  it  through  from  factory  to  destination, 
the  manufacturer  must  also  watch  the  movement  of  his  mer- 
chandise. Rail  shipments  in  the  United  States  are  frequently 
"traced"  from  the  time  they  leave  the  factory  until  their  ar- 
rival at  destination.  The  tracing  departments  of  railroads 
know  at  all  times  where  shipments  are.  Both  freight  for- 
warder and  shipper  should  communicate  frequently  with  the 
railroad  in  order  to  make  sure  that  the  shipment  is  progress- 
ing rapidly  enough  towards  destination.  Most  forwarding 
agents  watch  shipments  closely.  Occasionally  a  consignment 
is  overlooked  and  the  resultant  delay  harms  the  manufacturer. 
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One  of  the  large  exporters  of  the  United  States  experienced 
serious  difficulty  because  his  own  traffic  department  neglected 
to  trace  a  car.  A  shipment  of  pig  iron  was  forwarded  from 
Alabama,  via  San  Francisco,  to  Java.  The  railroad  bill  of 
lading  was  sent  to  a  freight  forwarder  in  New  York  who  had 
his  own  office  in  San  Francisco.  Six  months  after  the  goods 
left  the  factory  the  manufacturer  received  a  cable  from  his 
customer  that  the  merchandise  had  not  arrived.  Upon  investi- 
gation it  was  found  that  the  car  had  just  been  received  at  San 
Francisco.  The  usual  time  for  the  journey  across  the  con- 
tinent is  six  weeks.  If  the  movement  of  the  car  had  been 
carefully  watched  the  delay  would  have  been  discovered 
shortly  after  shipment  from  Alabama  had  been  made.  Steps 
should  have  been  taken  to  secure  quicker  delivery  by  the 
railroad. 

Bills  of  Lading  Issued  by  Freight  Forwarders. — Some  for- 
warding agents  issue  their  own  bills  of  lading  to  cover  ocean 
shipments,  but  these  are  not  as  a  rule  acceptable  to  banks. 
A  steamship  bill  of  lading  is  a  receipt  for  merchandise  issued 
by  a  corporation  whose  financial  stability  is  practically  as- 
sured. It  also  acknowledges  receipt  on  the  part  of  the  steam- 
ship company  of  merchandise  already  loaded  on  board  or  for 
shipment  by  a  vessel  which  is  known  to  be  operated  by  the 
steamship  company.  The  bill  of  lading  of  the  freight  for- 
warder merely  states  that  the  goods  have  been  or  will  be 
forwarded  by  him.  Banks  therefore  do  not  regard  the  bill 
of  lading  issued  by  freight  forwarders  as  of  great  value  and  in 
discounting  drafts  or  making  payment  under  letters  of  credit, 
will  insist  upon  receiving  steamship  bills  of  lading. 

Shipments  of  Small  Packages. — Exporters  often  wish  to 
ship  only  one  or  two  small  packages  abroad.  The  shipping 
charges  on  such  small  lots  are  proportionately  greater  than 
if  a  larger  quantity  of  merchandise  is  shipped.  Forwarding 
agents  are  able  to  effect  a  saving  for  their  principals  by  com- 
bining many  such  small  shipments.  These  are  forwarded 
abroad  under  one  bill  of  lading  taken  out  by  the  forwarding 
agents.  Consignment  is  made  to  the  foreign  correspondents 
of  the  freight  forwarder  who  distribute  the  packages  to  the 
ultimate  consignees.     The  exporter  must  give  the  freight  for- 
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warder  explicit  instructions  to  avoid  confusion  about  hand- 
ling the  goods  on  their  arrival  at  destination. 

Charges  of  Freight  Forwarders. — The  charges  of  the 
freight  forwarder  vary  with  the  services  rendered.  The 
steamship  companies  pay  brokerage  on  the  freight  and  no 
charge  is  made  for  this  service.  When  the  freight  forwarder 
acts  as  a  shipping  agent  in  forwarding  the  merchandise 
abroad,  he  charges  the  exporter  for  taking  out  bills  of  lad- 
ing, securing  insurance,  and  any  other  work  in  connection 
with  the  shipment. 

Services  to  Importers. — Forwarding  agents  are  also  of 
service  to  importers.  An  inland  manufacturer  who  purchases 
his  raw  materials  from  abroad  needs  some  one  to  take  care 
of  his  shipments  upon  their  arrival  in  the  United  States. 
Freight  forwarders  who  take  care  of  import  shipments  are 
known  as  customs  brokers.  They  receive  a  power  of  attorney 
from  the  importer  to  act  as  his  agent  in  making  entry,  paying 
duty,  and  taking  possession  of  the  goods.1 

THE  FREIGHT  CONTRACT 

Bases  of  Ocean  Freight  Rates. — Exporters  can  contract  for 
ocean  freight  either  direct  with  the  steamship  companies  or 
through  freight  forwarders.  Ocean  freight  rates  are  obtain- 
able from  three  sources :  one,  the  offices  of  the  steamship 
companies ;  two,  the  export  agents  of  the  railroads ;  three, 
freight  forwarders.  Freight  rates  are  based  on  different  units 
of  weight  and  measurement.  The  present  rate  on  chemicals 
from  New  York  to  Pernambuco,  Brazil,  is  $20.00  per  ton  of 
2,240  lbs.  or  40  cu.  ft.,  ship's  option.  This  means  that  the 
steamship  company  has  the  right  to  assess  freight  on  the 
basis  which  nets  the  greatest  amount.  Oxalic  acid  is  packed 
in  barrels  weighing  350  lbs.  gross,  325  lbs.  net,  and  measur- 
ing 9  cu.  ft.  There  are  approximately  4%  barrels  to  the 
measurement  ton  and  approximately  6%  barrels  to  the 
weight  ton.     Therefore   the   steamship   company  will   charge 

1  For  detailed   information   about  the  handling  of   import   shipments, 
see  Part  III. 
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for  shipments  of  oxalic  acid  on  the  basis  of  the  measurement 
ton  If  an  exporter  receives  an  order  for  5  long  tons,  11,200 
lbs.  of  oxalic  acid,  he  will  ship  35  barrels.  The  total  gross 
weight  of  the  shipment  is  12,250  lbs.;  the  total  cubic  capacity 
is  315  cu.  ft.  If  the  steamship  company  were  to  charge  $20.00 
per  ton  of  2,240  lbs.,  the  total  freight  would  be  about  $109.39. 
If  the  charge  is  based  on  the  ton  of  40  cu.  ft.,  the  charge  is 
$157.50.  The  steamship  company,  of  course,  exercises  its 
optioD  and  in  this  instance  charges  on  the  basis  of  the  meas- 
urement ton.  On  the  other  hand,  a  long  ton  of  steel  has  a 
capacity  of  far  less  than  40  cu.  ft.,  and  on  such  shipments 
the  steamship  company  will  charge  on  the  basis  of  the  weight 
ton. 

Freight  rates  are  also  quoted  on  the  basis  of  "cents  per 
100  lbs.  or  cu.  ft.,  ship's  option."  On  certain  standard  com- 
modities a  flat  rate  is  quoted  on  one  of  these  two  bases.  The 
present  freight  rate  on  starch  from  New  York  to  Genoa  is 
50  cents  per  100  lbs.  The  rate  on  egg  albumen  from  New 
York  to  Rotterdam  is  40  cents  per  cu.  ft.  The  steamship 
companies  arrive  at  these  flat  rates  by  comparing  the  gross 
weight  of  the  packages  with  their  cubic  contents.  The  flat 
rate  saves  the  exporter  the  trouble  of  making  further  calcu- 
lations. It  also  saves  the  shipper  from  the  risk  of  loss  which 
might  possibly  arise  through  discrepancy  in  the  actual  weights 
and  measurements  of  packages  and  the  expected  weights 
and  measurements.  A  bag  of  wheat  flour  weighs  142  lbs. 
gross,  140  lbs.  net,  and  usually  measures  about  2  ft.  8  in.,  by 
1  ft.  7  in.,  by  9  in.,  making  a  total  capacity  of  3  1/6  cu.  ft. 
If  the  freight  rate  on  flour  from  New  York  to  Havana  is  35 
cents  per  100  lbs.  or  70  cents  per  cu.  ft.,  the  cost  of  shipping 
a  bag  of  flour  is  $2.22,  or  about  $1.59  per  100  lbs.  net.  When 
the  bags  are  stacked  on  the  steamship  dock  it  is  possible  that 
the  standard  measurements  will  be  slightly  changed  and  the 
receiving  clerk  on  measuring  the  bags  will  find  the  dimen- 
sions 2  ft.  7  in.,  by  1  ft.  8  in.,  by  9  in.  As  a  result  the  cubic 
capacity  of  the  bag  will  be  3^4  cu.  ft.  The  charge  for  ship- 
ping the  bag  will  then  be  $2.28,  or  $1.63  per  100  lbs.  This 
represents  a  loss  to  the  exporter  who  has  used  the  standard 
measurements  in  fi<rarin°:  his  costs. 
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Primage. — Some  steamship  companies,  though  not  many, 
still  retain  the  charge  for  "primage."  This  amounts  to  5 
per  cent  or  10  per  cent  of  the  freight  of  the  shipment  and 
was  formerly  paid  to  the  captain  of  the  vessel  as  his  salary. 
At  present  the  masters  of  vessels  receive  fixed  salaries  and 
any  primage  charges  are  retained  by  the  steamship  companies. 


CHAPTER  V 
THE  RAILROAD  SHIPMENT 

Time  for  Rail  Shipment. — When  an  order  is  accepted  for 
shipment  abroad  the  exporter  must  first  make  a  freight  con- 
tract with  the  ocean  carrier.  The  factory  is  then  instructed 
to  have  the  goods  ready  for  rail  shipment  at  a  time  sufficiently 
in  advance  of  the  ocean  sailing  to  allow  for  the  overland 
haul.  Unless  there  is  undue  railroad  congestion,  traffic  man- 
agers know  within  one  or  two  days  how  long  it  will  take  for 
the  railroad  to  carry  goods  from  one  point  to  another.  Ship- 
ments from  Seattle  to  New  York  take  from  three  to  four 
weeks ;  shipments  from  Chicago  to  New  York  take  from  five 
to  ten  days ;  shipments  from  Buffalo  to  New  York  take  from 
two  to  three  days. 

Railroad  Bill  of  Lading. — "When  the  merchandise  is  deliv- 
ered to  the  railroad  a  rail  bill  of  lading  is  secured.  If  a  car- 
load lot  is  shipped  the  bill  of  lading  is  marked  free  lighterage 
for  export.  If  the  exporter  has  an  office  at  seaboard,  consign- 
ment is  made  direct  to  its  office ;  otherwise  goods  are  for- 
warded to  the  shipping  agents.  The  original  railroad  bill  of 
lading,  the  packing  list  and  shipping  instructions  are  sent 
to  the  concern  making  the  ocean  shipment.  A  duplicate  rail- 
road bill  of  lading  is  retained  by  the  inland  manufacturer. 
The  shipment  is  traced  by  shipper  and  consignee. 

Arrival  Notice. — Upon  arrival  of  the  goods  at  the  port  of 
export  a  notice  is  sent  by  the  railroad  to  the  consignee. 
Preparations  are  then  made  to  take  possession  of  the  goods 
from  the  rail  carrier  and  make  delivery  to  the  steamer.  The 
procedure  on  carload  and  less  than  carload  shipments  has 
already  been  described. 

Through  Bills  of  Lading. — To  most  parts  of  the  world  rail- 
roads issue  what  are  known  as  "through  export  bills  of  lad- 
ing." When  the  railroad  issues  such  a  bill  of  lading  it  relieves 
the    manufacturer    of    any    further   consideration    about    the 

36 
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handling  of  the  shipment.     Upon  arrival  of  the  goods  at  the 
port  of  export,  the  railroad  arranges  with  the  steamship  corn- 


Form  210-Rer. 

and  Wtsl.m  Cliulflcltlon  Terrtlorlei.  Kirch  IS.  1922. 


^foc  M  HU    2-17-22    C  95993 

Uniform  DoikmiIc  Straight  BUI  of  Lading,  Wop  ten  by  Carriers  In  Official,  Sooth 

UNIFORM  STRAIGHT  BILL  OF  LADING    Sh,pperSNa    3640 

(PRESCRIBED  BY  THE  INTERSTATE  COMMERCE  COMMISSION)  

ORIGINAL-NOT  NEGOTIABLE  *e«nts  No.    A9474 


THE  BALTIMORE  AND  OHIO  RAILROAD  COMPANY 

RECEIVED,  subject  to  the  classifications  and  tariffs  in  effect  on  the  date  of  the  issue  of  this  Bill  of  Lading, 


Pittsburgh,   Pennsylvania 


Bovember  16th, 


192    1. 


Blue  Steel  Export   pompanv 


the  property  described  below,  in  apparent  good  order,  except  as  noted  (contents  and  condition  of  contents  of  packages  unknown)   marked. 

consigned,  and  destined  as  indicated  below,  which  said  company  (the  word  company  being  understood  throughout  this  contract  as'  meaning 

'in  possession  of  the  property  under  the  contract)  agrees  to  carry  to  its  usual  place  of  delivery  at  said  destination. 


for  himself  and  bii 


of  the  property  under  the 
ater  line,  other 
lid  property  ov 

>in  contained,  including  the 


d  destination.     It  is  mutually  agreed.  i_ 

all  or  any  portion  of  said  route  to  destination,  and  as  to  each  party  at  any  time  interested 

to  be  performed  hereunder  shall  be  subject  to  all  the  conditions  not  prohibited  by  law 

i  back  hereof,  which  are  hereby  agreed  to  by  the  shipper  and  accepted 


Consigned  to     Fast  Freight   Forwarders,   inc. 


31  Bridge  Street  °    ) 


Destination       New  York  city 

Route 


-State of New   York 


.County of    Hew  York- 


Xw  Initial        T,     V 

1 """"""" ""'"" 

Ho. 
Pachaaei 

DESCRIPTION  OF  ARTICLES,  SPECIAL  MARKS  ANO  EXCEPTIONS 

'WEIGHT 

(Subject  to  Correction) 

CLASS  OR 
RATE 

CHECK 
COLUMN 

If  this  shipment  is  to  be 
delivered  to  the  consignee 
without  recourse  on  the  con - 
aignor,  the  consignorshall  sign 

500  ce 

sea     Tin  Plate 

65000   lh« 

.Afl£«> 

(Five  r 

undre'd) 

The  carrier  shall  not  make 

out  payment  of  freight  and 

section  7  of  conditions.) 

FREE  LIGHTERAGE  FOR   EXPORT 

CSUoatureotrt»no%T»» 

1  f  charges  are  to  be  prepaid, 
write  or  stamp  here,  "To  be 
Prepaid,"                      " 

To  be  prepaid 

Received  S 185 . 35 

to    apply   in    prepayment    of 

the  charges  on   the  property 

Agtnt  or  Cashier 

1 

Per 

Note.  —Where  the  rate  la  dependent  on  value,  shippers  »ro  required  to  atate  eoeci  f.cal! v  In  wr 

•ou^hr'SoSv  M^ckn°-l«*«- 

agreed  or  c 

ecJtixed  value  of  the  property. 

eod  or  declared  t duo  of  too  property  i»  hereby  apecificolly 

ner 

tated  by  the  ahippe 

-— « 

Charges  Advanced: 

Blue  Steel  Export  Company 


(Signed) 


(Signed) 


rVrmaoiMiU  jxxl-vfic*  address  0/  eAt'pper_ 


Fig.  3. — Railroad   Bill  of  Lading 

pany  for  delivery  to  the  steamer.  No  ocean  bills  of  lading 
are  secured.  The  through  bills  of  lading  cover  the  shipment 
from  the   point  of   inland   origin  to   the   port   of  destination. 
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The  through  export  bill  of  lading  contains  all  of  the  particu- 
lars of  the  domestic  rail  bill  of  lading  for  export  and  the 
ocean  bill  of  lading.  The  name  and  address  of  the  ultimate 
consignee  abroad  are  stated;   particulars  are  given  about  the 


UNIFORM  THROUj^EXPORT  BILL  OF  LADING 

ORDER  BILL  OF  LADING-ORIGINAL 
The  New  York  Central  Railroad  Company 

IN  CONNECTION  WITH  OTHER  CARRIERS  ON  THE  ROUTE 


MERCHANTS     DESPATCH 

RED  LINE        WEST  SHORE  LINE        WHITE  LINE 
JERSEY  CENTRAL-LAKE  SHORE  DESPATCH 

Export  Bill  ol  Lading  No         1356.  ..Lot  No Contract  Numbers. . ..  £..?.  R°.th.  ..9 

Dated  at  Chicago,.   .J.U, thU &&...&}  ol £ft9? 1923.. 

Received,  subject  to  the  classifications  and  tariffs  in  effect  on  the  date  of  the  issue  of  this  bill  of 

,ldingl, c.Aioago,  in.. Jtow..n}»jL..w?aa, 

Fronl  Wayne  Starch  Company,   Inq. 

the   following  property,   in  apparent   good   order    (content,*  and   condition  ol  conicnia  of  packages  unknown),  (narked,  cumbered, 
consigned,  and  destined- as  indicated  below; 

Consigned  to  ORDER  of F,. .  0. .  Hall.  Trading  Corporation 

Destination   P.?. "»/..  »*M.J 

Route     ...Michigan  Ceittral  -   Hew  York  Central   NY   NH  &  H 

Party  to  whom  arrival  notice  is  to  be  adc 


"Sbbie'ta  LI gvi're  Lombards.' 
Milan,   Italy 


NEWMAN New  1 


ERICAN  EXPRESS  COMPANY. 


AMERICAN   EXPRESS   SYSTEM 


Bail* 1J  CtnK*lbahnpl,it 

,ui    J  Cone,  De  Goursiie 

■    51  Cbirlonen  Straw 

U*".'.'. '.'.'.'.  .12i  Blvd.  Adolpbe  Uu 


S<r«l 
aoncbler. 


MARKS  AND  NUMBERS 


H  T  C 

SLL 
GENOA 


CAR  NUMBERS 


NYC  315544 


431  bage  Starch 


It.  S.  L*W  ttqmirti  Agt*t  iif.ii;  Bill  ef  Lading  to  ttfile  t 


57333  lbs, 


1508i  ou.ft, 


■'fo>..>r-."  tl/,n  "lVit,U» 


t.  *  »rrw  u  u,,  *,„  <A)  .t Boston .„  ,„„,  by white  Star  Line 

lo  ike  port   (B) 0.9.  IX  &  ,   .  It  ftly (or   to   oear  thereto  at  mad  may  safely  set),  and  to  be  there  delivered  En  like  rood  order  and 

coedilio*   a*   above    consigned,    or    to   eouignec's    assigns,    or    lo   another    carrier    on    Ibe    route    to   destination    if    consigned 

oa   diacbarft  ol   the  property  of   the   frcigbi   thereon,   at   the   rate 

(INLAND   AND/OR   COASTWISE)    from    C^lCagO,      ll\* to BQBtQtl. 

per  one  hundred  pound!  (rot*  weight,   port  charges,   if  any 

* Genoa ot....35#.. 


immediately 

.of  .prepaide, 


.  and   (OCEAN   AND  ON  CARRYING)    from DQ&tQU 

1U  ^..hundred, !J99d»a^ebarte, rj 

all  other  charge*  and  averate.  without  an*  allowance  of  credit  of  discount settlement  (a  be  made  oa  the  basil  of  United   State i  gold  current; 

by  receivers  at  current    rate  of    New    York   exchange  as  quoted   on   Ibe  day   the   vessel   it   entered  al  the  Custom  House  at   her  port  ol   discharge. 

lo  consideration  of  Ibe  rale  ol   freight  herein  named   it  is  hereby    stipulated  that  the    icrvice  to  be  performed  hereunder  shall  be  subject  to  the  contract  t 
larbethcr  primed  or  written,  herein  contained,  and  taid  term*  and  condition*  are  hereby  agreed  10  by  the  tbippcr  and  by  him  accepted  fur  himself  and  — w 

Fig.  5. — Through  Railroad  and  Ocean  Bill  of  Lading 


marks  and  numbers  of  the  shipment;  the  name  of  the  port  of 
export  and  port  of  destination  are  given;  the  inland  and 
ocean  freight  rates  are  stated;  the  car  number  and  the  name 
of  the  steamer  are  given.  Through  export  bills  of  lading 
are   issued   only   on   carload   shipments.     The   exporter   pays 
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the  railroad  the  rail  and  ocean  freights  and  the  railroad  sub- 
sequently pays  the  steamship  company  for  the  ocean  freight. 

Disadvantages  of  the  Through  Bill  of  Lading. — Although 
the  through  export  bill  of  lading  relieves  the  shipper  from 
further  responsibilities  as  to  the  shipment,  there  are  many 
disadvantages  which  tend  to  outweigh  this  one  advantage. 
If  an  exporter  in  Pittsburgh  forwards  a  carload  of  steel  to  a 
customer  in  Santiago,  Chile,  on  a  through  bill  of  lading,  via 
New  York,  he  naturally  tends  to  forget  about  the  shipment 
as  soon  as  delivery  has  been  made  to  the  railroad  and  the 
through  export  bill  of  lading  has  been  secured.  Kailroads 
and  steamship  companies  do  not  have  the  same  interests  in  a 
particular  shipment  which  the  seller  has  and  therefore  do 
not  trace  it  as  carefully.  Instead  of  taking  from  four  days  to 
a  week  to  get  from  Pittsburgh  to  New  York,  the  carload  might 
be  under  way  for  two  or  three  weeks  and  miss  the  intended 
steamer.  The  goods  will  then  be  delivered  to  the  steamship 
dock  to  await  a  subsequent  sailing.  The  railroad  would  not 
take  advantage  of  an  earlier  sailing  of  another  steamship 
company.  The  steamship  company  might  forget  about  the  ship- 
ment and  allow  it  to  stay  on  clock  while  two  or  three  more 
vessels  left  Xew  York.  The  buyer  in  Santiago  would  natura- 
ally  resent  such  a  delay.  Furthermore,  importers  abroad 
frequently  do  not  understand  what  the  through  export  bill 
of  lading  is.  For  this  reason  many  bu}Ters  object  to  its  use 
and  prefer  receiving  bills  of  lading  issued  by  the  steamship 
companies.  They  know  the  steamship  companies  and  do  not 
know  the  railroads. 

Proper  Use  of  the  Through  Bill  of  Lading. — These  disad- 
vantages can  be  overcome.  The  exporter  should  follow  the 
shipment  through  to  destination  and  make  sure  that  the 
goods  actually  go  forward  on  the  intended  vessel.  He  should 
also  write  his  customer  fully  about  the  through  export  bill  of 
lading  and  secure  the  latter 's  consent  to  its  use. 

In  some  instances  banks  refuse  to  make  payments  under 
letters  of  credit  when  through  export  bills  of  lading  are  used, 
because  these  documents  supply  no  proof  that  the  ocean  ship- 
ment has  actually  been  made.  As  the  time  clauses  of  the 
export  contract  are  usually  governed  by  the  date  on  the  ocean 
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bill  of  lading,  the  date  that  the  rail  bill  of  lading  has  been 
issued  is  of  no  value.  Banks  will  raise  no  objection  to  the 
through  export  bill  of  lading  if  the  customer's  consent  has 
been  secured  in  advance. 
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SEND  BILLS  OF  LADING  TO  OUR  OFFICE  IMMEDIATELY  SHIPMENT  IS  MADE 

CUNARD  LINE,  25  Broadway 

N9   21914  NewYork.  ^y   ™ 


Receive  fer  Shipment  on  S.  S. 


New  Yark,- 


Loading  far- 
Front  M- 


Llverpool 


Jones  SugSr   defining  Co. of  Cuba 


Eleven  hundred  8 


May 


Tventy  (IIZO)  tags  Granulated  Sugar 


2Jth 


To  be  Shipped  - 

Lighter  Delivery'—' 

TO  THE  SHIPPER 
this  Permit  is  Issued  Upon  th»  Terms  end  Condition*  Printed  on  the  Reverse  Side  Hereof. 


CUNARD  LINE 
Per 


(Signed) 


g 

O 

>• 

3gg2 

a  _  >  2 

.9§l 

«  ^  J. 


No  food*  received  unless  eccomp&nied  by  Compeny'e  Form  ol  Receipt  properly  tilled  out. 

Fig.  6. — Shipping   Permit   Issued   by   the    Steamship    Company    to    the 

Exporter 


TO  THE  SHrPPER 

This  permit  Is  issued  opon  ihc  f  oUocing  terms  and  conditions,  and  acceptance  of  this  permit  find  tender  of  the  goods  for 
ahfpmjnt  shall  be  deemed  An  agie<nn-ot  by  ihe  shipper  to  the  said  tei  ms  and  conditions: 

It  is  understood  ti*at  any  engagement  ol  Cargo  Is  on  tbe  condition  that  sneb  Cargo  can.  In  the  Judrmcot  of  the  Steamer's 
Agents  (having  regard  to  weather  and  other  circnmrrancesl  be  put  on  board  the  Steamer  in  proper  time  before  the  advertised 
s  .il.ns  time,  f  the:  wise  the  engagement  shail  nor  be  binding  upon  tbe  Steamship  Company  or  ks  Agents  in  respect  of  any  of  the 
goods  not  shipped,  and  they  shall  be  absolved  from  all  consequences  or  cla.m.  should  tbe  Steamer  proceed  to  Sea  without  the 
goods. 

'1  he  Sie.  mship  Company's  regular  bill  ol  lading  shall  be  Issued  for  the  shipment  and  shippers  are  understood  to  have 
acquainted  themselves  therewith.  Tbe  Steamship  Company  shall  not  become  responsible  for  the  goods  as  canter  until  the 
goods  are  actually  loaded  on  the  steam?r;  until  such  loading  it  shall  be  liable  only  as  an  ordinary  bailee,  for  loss  or  damage  cacsed 
by  its  fault,  a  Jd  subject  .also  to  all  conditions,  exceptions  and  limitations  of  liability  contained  in  its  regular  bill  of  Lading. 

No  demurrage  shall  be  allowed  on  lighters  or  crafts  unless  arriving  within  permit  time  and  their  manffests  are  filed  In  the 
office  of  the  Clerk  cf  the  dock,  and  the  t'"me  of  ffling  shan  be  deemed  time  of  arrival.  No  goods  received  after  noon  Saturdays  or 
5  P.  M.  othor  days,  unless  otherwise  endorsed  hereon  No  cargo  received  unless  properly  port  marked.  Cargo  for  different 
ports  to  be  kept  sepeTate  on  lighters. 

1  ncase  tbe  goods,-'©,* any  part  ol  them,  are  to-ba  delivered  to  fhe  steamship  or  to  the  pier  by  lighters  or  other  craft,  the 
St^arnshipt-'cripany  shall  not  te  lible  tor  any  dehry  of  lighters  or  other  craft  resulting  from  riots,  strikes,  lockouts,  stoppage  ol 
labor  and  like  disturbances,  or  from -extraordinary  weather  conditions,  or  from  any  other  cause  whatever  nature,  beyond  the 
control  el  Ihe  Company. 

Lighterage  deliveries  subject  to  the  Lighterage  rules  of  N  Y.  Produce  Exchange. 

The  goods  or  any  part  may  be  held  by  the  Steam  ship  Company  for  a  following  steamer  of  the  same  floe,  and  are  received 
subject  to  delsy.  damage  or  default  from  or  cooseo.uences  of  riots,  strikes,  stoppage  of  labor  and  like  disturbances. 

Fig.  7. — Reverse   Side  of   Shipping  Permit 
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Shipping  Permit. — Upon  receipt  of  an  arrival  notice  from 
the  railroad,  the  shipper  secures  from  the  steamship  company 
a  permit  authorizing  delivery  of  the  cargo  to  the  steamship 
pier  at  a  certain  time.     These  permits  instruct  the  receiving 
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clerk  to  accept  the  merchandise  and  issue  the  shipper  a  re- 
ceipt. If  the  shipment  comprises  1,000  acetylene  tanks  and 
the  steamer  is  scheduled  to  sail  on  Dec.  10,  the  permit  will 
instruct  the  receiving  clerk  to  allow  delivery  of  two  carloads 
of  tanks  weighing  together  98,000  lbs.,  at  any  time  from  Dec. 
7  to  9.  This  permit  is  forwarded  to  the  railroad  with  a 
letter  repeating  in  detail  the  instructions  given  by  the  steam- 
ship company.  If  delivery  is  to  be  made  by  truck  the  permit 
is  sent  to  the  trucking  concern.     When  more  than  one  car- 


SHIPPERS  ARE    REQUIRED  TO  FILL  OUT  AS   BELOW: 


No.  of 
PACKAGE 


BREADTH 


1120 


2426 

i 


112840 
PER  B/iB 


LBS 


IMPORTANT 

..,.    J*  I.1  fbso,ute|y  essential  that  the  measurement*  of  packages,  with  their  numbers  should 
be  cheeked  on  this  receipt  by  the  Receivina  Clerk. 

Fig.  9. — Reverse  Side  of  Dock  Receipt 

load  is  delivered  by  the  railroad  company,  the  railroad  com- 
pany demands  a  permit  for  each  car.  If  several  truck  loads 
are  shipped,  one  permit  is  issued  and  is  lodged  at  the  dock. 
As  each  truck  load  arrives,  the  receiving  clerk  cheeks  it  as 
a  partial  delivery  against  the  permit.  No  goods  will  be  ac- 
cepted by  the  receiving  clerk  unless  a  shipping  permit  is  in 
his  possession. 

Dock  Receipt. — With  the  shipping  permit  is  forwarded  a 
dock  receipt  in  duplicate  or  triplicate  to  be  signed  by  the 
receiving  clerk  as  an  acknowledgment  that  the  merchandise 
has  been  delivered.     The  original  of  the  dock  receipt  is  re- 
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turned  to  the  railroad  or  the  truckman  and  then  sent  to  the 
shipper;  the  duplicate  is  retained  by  the  receiving  clerk  and 
the  triplicate  is  forwarded  to  the  office  of  the  steamship  com- 
pany. On  the  dock  receipt  are  stated  full  particulars  of  the 
shipment,  the  name  of  the  shipper,  the  name  of  the  steamer, 
the  port  of  destination,  the  marks  and  numbers  of  the  pack- 
ages, a  description  of  the  merchandise,  and  the  weights  and 
measurements  of  the  packages.  "When  signing  the  dock  re- 
ceipt the  receiving  clerk  stamps  the  date  on  which  the  goods 
are  received.  This  date  is  then  written  on  the  ocean  bills 
of  lading. 

Notations  on  Dock  Receipts. — If  any  of  the  packages  are 
not  in  good  condition,  a  notation  to  this  effect  is  written  on 
the  dock  receipt  and  subsequently  transferred  to  the  bills 
of  lading.  Such  notations  relieve  the  steamship  company 
from  any  liability  for  damage  which  might  arise  from  inse- 
cure packing.  Steamship  companies  often  stamp  such  notices 
on  dock  receipts  as  a  precaution  even  though  the  external 
appearance  of  the  packages  indicates  that  they  are  sound. 
Some  of  these  notices  are  as  follows : 

"Steamer  not  responsible  for  loss  or  damage  resulting  from  the  bags 
becoming1  unfastened.'' 

"Ship  not  responsible  for  damage  or  breakage  to  contents.  Frail 
cases." 

"Steamer  not  responsible  for  breakage  or  damage  to  contents." 

"Ten  bags  torn  and  mended.  Steamer  not  responsible  for  loss  or 
damage." 

Careful  exporters  prefer  to  substitute  perfect  packages 
for  those  to  which  the  steamship  companies  object. 

Export  Declaration. — On  all  export  shipments  a  customs 
clearance  must  be  prepared  in  duplicate.  One  copy  is  filed  at 
the  customs  house  and  the  duplicate  is  forwarded  to  the 
steamship  company  to  be  attached  to  the  manifest.1 

i  See  page  100. 


CHAPTER  VI 
THE  OCEAN  BILL  OF  LADING 

Number  of  Bills  of  Lading  Required. — When  merchandise 
is  delivered  to  a  steamer  the  exporter  prepares  a  set  of  ocean 
bills  of  lading.  Each  steamship  company  has  its  own  printed 
forms  with  spaces  left  blank  for  the  exporter  to  write  in  the 
particulars  of  his  shipment.  These  forms  are  supplied  by 
nearly  all  steamship  companies  without  charge.  The  number 
of  bills  of  lading  to  a  set  varies  according  to  the  requirements 
of  the  steamship  company.  The  exporter  usually  requires 
three  bills  of  lading  to  send  to  his  customer.  These  are  signed 
by  the  steamship  company.  One  or  two  copies  are  returned 
unsigned  to  the  exporter  for  his  office  files.  The  steamship 
company  retains  from  two  to  five.  As  a  rule  one  copy  is 
filed  in  the  office  of  the  steamship  company  and  one  copy  is 
attached  to  the  ship's  papers.  Any  other  copies  retained  by 
the  steamship  company  are  given  to  the  consulates  of  the 
countries  of  destination  or  are  for  use  by  the  steamship  com- 
pany in  its  files. 

How  to  Fill  Out  the  Bill  of  Lading. — In  the  blank  spaces 
of  the  bill  of  lading  the  exporter  writes  the  specifications  of 
the  shipment.  The  marks  and  numbers  of  the  packages  are 
stated  in  order  to  identify  the  goods  when  the  steamer  un- 
loads. The  first  clause  of  the  bill  of  lading  is  an  acknowl- 
edgment of  receipt  of  the  goods  from  the  shipper  for  ship- 
ment on  the  vessel  contracted  for.  The  ports  of  origin  and 
destination  are  also  stated.  A  full  description  of  the  mer- 
chandise is  given.  This  includes  the  number,  type  of  package, 
the  gross  weight  of  the  goods  and  the  name  by  which  the 
merchandise  is  known  and  classified.  If  several  different 
articles  are  shipped  under  one  bill  of  lading  the  shipper  writes 
in  the  blank  space  allowed  for  this  description  "as  per  en- 
dorsement" and  uses  the  reverse  side  of  the  bill  of  lading  to 
itemize  his  goods.     At  the  foot  of  the  bill  of  lading  a  space 

45 
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is  left  for  a  statement  as  to  the  number  of  bills  of  lading  the 
steamship  company  signs.  Some  exporters  issue  four  copies, 
others  ask  for  only  two.  As  banks  insist  upon  receiving  all 
the  signed  bills  of  lading,  they  use  this  clause  to  check  up 
the  number  of  bills  of  lading  which  the  exporter  gives  them. 

"Straight"  Bills  of  Lading. — Space  is  left  for  the  name 
and  address  of  the  consignee.  Shipments  can  be  made  in  two 
ways.  The  goods  can  be  consigned  to  the  order  of  the  con- 
signee on  what  is  known  as  a  "straight"  bill  of  lading.  This 
is  a  non-negotiable  document  and  the  steamship  company  will 
surrender  a  shipment  on  straight  bills  of  lading  to  the  con- 
signee without  production  of  the  bill  of  lading.  The  im- 
porter in  such  cases  must  give  a  guarantee  to  the  steamship 
company  to  produce  the  bill  of  lading  as  soon  as  it  is  received. 
Sometimes  the  steamship  companies  require  the  countersigna- 
ture of  a  bank. 

"Order"  Bills  of  Lading. — Many  shippers  use  ocean  bills 
of  lading  as  negotiable  documents  and  therefore  consign  ship- 
ments to  their  order  or  to  the  order  of  a  bank  with  a  clause 
stating  that  the  customer  is  to  be  notified  upon  arrival  of  the 
goods.  Such  bills  of  lading  are  known  as  "order"  bills  of 
lading.  Before  the  importer  can  secure  possession  of  the 
merchandise  he  must  surrender  a  copy  of  the  bill  of  lading 
endorsed  in  blank  or  to  his  order.  Endorsement  must  be 
made  by  the  party  to  whose  order  the  goods  are  consigned. 
If  the  steamer  arrives  before  the  documents  the  importer 
must  supply  the  steamship  company  with  a  bank  guarantee 
or  a  bond  for  the  production  of  the  bill  of  lading.  The  im- 
porter's guarantee  will  in  itself  not  satisfy  the  steamship 
company.  The  name  of  the  customer  should  always  be  writ- 
ten on  an  order  bill  of  lading  so  that  the  goods  can  be  removed 
from  the  dock  promptly  upon  unloading.  The  steamship 
companies  cannot  allow  merchandise  to  remain  on  dock  in- 
definitely and  unless  possession  is  taken  promptly  after  the 
steamer  is  unloaded  the  goods  will  be  placed  in  the  warehouse. 
Charges  accruing  are  for  the  account  of  the  importer.  Docu- 
ments are  frequently  delayed  in  the  mails  and  unless  the  bill 
of  lading  states  the  name  of  the  importer,  the  steamship  com- 
pany will  not  know  whom  to  notify  upon  arrival  of  the  vessel. 


c  at  e  t  tun 


THE  CUNARD  STEAMSHIP  COMPANY  LIMITED 

CVNARD  BLDG.,       PIER  HEAD,       LIVERPOOL, 
25  BROADWAY,  NEW  YORK 


rORWARDTV'C  CLAUSE;— Applying  only  D  the  within 
foods  are  contracted  for  delivery  beyond  LtvERrooc- 

The  goods  specified  la  this  BUI  of  Lading  are  to  be  forwarded  to 


, 


at  the  ef&ette  of  the  Steamship  Company,  bat  subject  to  the  conditions  of  carriage 
of  the  carrier  by  whom  the  goois  are  forwarded-  Upon  delivery  of  the  goods  from  the 
ship's  tackle  at  Liverpool  the  Steamship  Company  ceases  to  act  as  carrier,  bat  Is 
constituted  forwarding  agent  without  responsibility.      The  through  Freight  1*  charged 

In  respect  of  and  includes  only  the  ordinary  expenses  of  transit  to ,,  ,,  - 


i 


§<f  0S.3"  £ 


forwarded.) 

place  of  destination,  and  the  delivery  of  the  goods  thereat  being  delayed*  impeded*  Inter- 
rupted or  suspended,  the  Steamship  Company  may  in  its  sole  discretion  and  option,  for- 
ward the  goods  to  the  nearest  available  place,  this  to  be  considered  a  final  delivery,  or  may 
•tore  and  warehouse  the  goods.  The  charges  and  expenses  connected  therewith,  and  any 
other  charges  incurred  by  the  Steamship  Company  in  addition  to  such  ordinary  expenses 
of  carriage  and  transshipment  shall  be  a  charge  against  the  goods,  and  the  steamship  Com- 
pany may  exercise  a  lien  on  the  goods  until  such  expenses  axe  paid. 

/  WAR  CLAUSE. — If  and  so  long  as  the  ship  Is  Insured  against  War  Risks  with  a  War 
Risks'  Insurance  Association,  under  or  in  connection  with  a  War  Risks'  Insurance  Scheme 
of  His  Majesty's  Government,  the  ship,  in  addition  to  any  liberties  expressed  or  implied 
In  this  Bill  of  Lading,  shall  have  liberty  to  comply  with  any  orders  or  directions  as  to  de- 
partur*.  arrival,  routes,  ports  of  call,  stoppages  or  otherwise  howsoever  given  by  His  Maj- 
esty's Government  or  any  Department  thereof,  or  any  person  acting  or  purporting  to  act 
with  the  authority  of  His  Majesty,  or  of  His  Majesty's  Government,  or  of  any  Department, 
thereof,  or  by  any  Committee  or  person  having,  under  the  terms  of  the  War  Risk's  Insur- 
ance cri  the  ship,  the  right  to  give  such  order*  or  directions,  and  nothing  done  or  oat  domj 


d**.  ka&rrSS     by  reason  of  any  such  orders  or  direct ioai  shall  be  deemed  a  deviation. 

SHIPPERS  MARKS  AND  NUMBERS 


!2i 

>3 


•BSHfilS^sli 

MASS'S  oBS-Itl 

fcai  =  ^_g  oj  q °~- 

gftgsilfiJs 

|Sjflllil;e 

CPSi-     - 


J  S  R 

STAR  BRAND 
LIVERPOOL 


BA  Mtw !• 

tjjUtetot 

JOMES.SUGAR.^EE 

now  lying  in  the  Port  of 
route,  or  failing  ship  men 

EeVeEhUNDtO: 

being  marked  and  numbered  as  per  s 
(or  «o  near  thereto  as  she  may  safely 

<■"**  STANDARD  I Iff- 

they  paring  freight,  primage  and  ell 

IT  IS  MUTUALLY  AGRI 
at  the  risk  of  the  owners  of  the  foot 
destination  by  any  other  steamer: 
robbers;  by  arrest  and  restraint  of 
uueaworthines,  of  the  steamer,  wi 
decay,  putrefaction,  nut,  sweat,  eta 
arising  from  the  nature  of  the  good 
trA  hulk  or  transhipment;  not  fa 
content,,  weight  and  value.  Gene 
properly  manned,  equipped  and  «u 
steamer,  or  from  latent  or  other  del 
owners  of  the  cargo  shall  not  be  a 
•tchixdal  charge,  as  if  such  dan) 

rris  also  mutually 

approved  on  the  Uth  day  of  Feb* 

I. —IT  IS  ALSO  MUTUALtj 

don  not  exceed  1150.  or  its  equivssl 
and  the  carriers  iiab-lity  shall  in  no  I 
declared,  and  stated  herein,  and  eg 

2.— ALSO,  that  the  carrier  a. 
revised  Statutes  of  the  United  Stat 
is  given  at  the  time  of  lading  and  t 

3.— ALSO,  that  shippers  shal 
by  Inflammable,  explowve  or  dan. 


<2426"8"CU  FT>, 


gr.S030S. 


(-■cOS  o  oi:  >■= 


GROSS  WEIGHT 

NET    WEIGHT 

TARE 


112840  LBS  S&'A 


112000  LBS 


** 


%, 


840  LBS  c/6>v 

per  2240  lbs n' 

1.128UQ..LBS a  .aJ ~i*  iooftf.#.28&...lO. 

PREPAID  *•* 


whether  such  shipper  be  principal  i 
at  any  time  without  compenaatk 

4.— ALSO,  that  the  carrier  • 
_nd  also  for  all  fine*  and  damage 
llegaL  incorrect  or  insufficient  i 
their  contemn 

J— ALSO,  that  In  ease  the 
Quarantine,  the  carrier  may  duKf 
shall  be  deemed  a  final  delivery  l 
good,  shall  be  a  lien  thereon. 

6— ALSO,  that  the  steam« 
charge  continuously,  any  amoa 
the  port  beini  hereby  authorised 
and  if  the  goods  be  not  taken  fro 
discharging  the  steamer  the  majt" 
or  put  them  into  craft  or  More  ■ 


per  40  cu.  ft. 


mm 

cPATO  HERE    -A                         a-.  _  ft  and  date,  one  of  which 

ANY ■rRtl5KT,"0W"Tfrfff,STrAMEft " I"** J**    — 


AND  FINALLY, 
agree  to  be  bound  by  a! 
Shipper,  Owner,  Coi 

In  Witness  We 


QM...EXCE.SS...VyE!fiHI...T.AN.Sj»...OR per.. 


CORRECTED  MEASUREMENTS  -  TO 
BE  COUECTEO  FROM  CONStGMEE 


Tokdt.1. ...282  10 


Dated  in  New  Yo 


' 


CUNARD  STEAM  SHIP  COMPANY  LIMITED 

i  apparent  good  order  and  condition,  by  THE  CUNARD  STEAM  SHIP  COMPANY  LIMITED,  from 

G  .  CO  OF    CUBA    to  be  transported  by  the  British  Steamship SCYIHIA .-- 

/  YORK,  and  bound  for  LIVERPOOL,  with  liberty  to  call  at  any  port  or  porta  in  or  out  of  the  customary 
id  steamer  in  and  upon  a  following  steamer. 


Snl^i2^^ 


pper's  weight,  (quality,  quantity,  gauze,  contest*,  weight  and  value  unknown),  and  to  be  delivered  In  like  good  order  and  condition  at  the  Port  01  LIVERPOOL, 

f  order  ....QF..SHIPP£R 

[a A-  ■  (  TfV but  no  <•'»'"■  iKpII,  under  any  circumstances,  be  attached  to  the  ship  or  her  owners  by  reason  of  the  absence  of  notification)  he  or 

ledjStdyon  jicharge  of  the  goods,  without  any  allowance  or  credit  or  discount,  at  the  rate  of  "3     P  Ll\      M  AKv;  J.IN 

steanwvahall  have  liberty  to  sail  with  or  without  pilots;  that  the  carrier  shall  have  liberty  to  convey  goods  in  craft  and/or  lighters  to  and  from  the  steamer 
,  je  the  5teair.tr  shall  put  into  port  of  refuge,  or  be  prevented  from  any  cause  from  proceeding  10  the  ordinary  course  of  her  voyage,  to  tranship  the  goods  to  they 
rrler  shall  not  be  liable  for  loss  or  damage  occasioned  by  fre  from  any  cause  or  wheresoever  occurring;  by  barratry  of  the  master  or  crew;  by  enemies,  pirates  or 
-rs  or  people,  riots,  strikes,  or  stoppage  of  labor,  by  explosion,  bursting  ol  boilers.-breakage  of  shafts,  or  any  latent  defect  in  hull,  machinery  or  appurtenances,  or 
ng  at  time  of  shipment,  or  at  the  beginning  of  the  voyage,  provided  the  owners  have  exercised  due  diligence  to  make  the  steamer  seaworthy;  by  heating,  frost, 
acter.  drainage,  leakage,  breakage,  vermin,  or  by  explosion  of  any~of  the  goods,  whether  shipped  with  or  without  disclosure  of  their  nature,  or  any  loss  or  damage 
lufficiency  of  packages;  nor  forinland  damage;  nor  for  the  obliteration,  errors,  insufficiency  or  absence  of  marks,  numbers,  address  or  description;  nor  for  risk  of 

damage  caused  by  the  prolongation  of  the  voyage,  and  trat  Ui"  carrier  shall  not  be  concluded  as  to  correctness  of  statements  herein  of  quality,  quantity,  gauge, 

payable  according  to  York— Antwerp  Rules.  If  the  owner  of  the  steamer  shall  have  exercised  due  diligence  to  make  said  steamer  in  all  respects  seaworthy  and 
hereby  agreed  that  in  case  of  danger,  damage  or  di?istcr  resulting  from  fault  or  negligence  of  the  pilot,  master  or  crew  in  the  navigation  or  management  of  the 
seaworthiness  of  the  steamer,  whether  existing  at  time  of  shipment,  or  at  the  beginning  of  the  voyage,  but  not  discoverable  by  due  diligence,  the  consignees  or 
n  liability  for  contribution  in  General  Average,  or  for  any  special  charges  incurred,  but,  with  the  shipowner,  shall  contribute  m  General  Average  and  shall  pay 

or  disaster  had  not  resulted  from  such  fault,  negligence,  latent  or  other  defects  or  unseaworthiness. 

that  this  shipment  Is  subject  to  all  the  terms  and  provisions  of.  and  all  tat  exemptions  from  liability,  contained  In  the  Act  of  Congress  of  the  United  stales 
'  entitled  "An  Act  relating  to  the  navigation  of  veasela,"  etc 


that  the  value  of  each  package  shlprji^hereunder 
llsh  currency  on  which  basis  the  f 
that  sum.  unless  s  value  In  excess  t 

as  may  be  agreed  on,  paid 

liable  for  articles  tpaclfied  In  i 
Titten  notice  of  the  true  character/ 

bill  of  lading, 
or  any  loss  or  damage  to  stean 
Is,  shipped  without  full  disclos 
d  such  goods  may  be  thrown  ov 

■n  on  the  good*  for  all  freights,  primages  and 
learner  or  cargo  may  Incur  or  suffer  by  reason  c 
btring  or  addressing  of  packages  or  description  of 

Ul  be  prevented  from  reaching  her  destination  by 
xls  Into  any  depot  or  lazaretto,  and  such  discharge 
ntract,  and  all  the  expenses  thereby  incurred  on  the 

aence  discharging  Immediately  on  arrival  and  dig- 
to  the  contrary  notwithstanding;  the  Collector  of 
general  order  for  discharge  immediately  on  arrival, 
ler  by  the  consignee  directly  tbey  come  to  hand  in 
s  agent  to  be  at  liberty  to  enter  and  land  the  goods, 
.  risk  and  expense,  when  the  goods  shall  be  deemed 
but  the  steamer  tod  carrier  to  have  a  lieu  on  such 
es  so  incurred. 


7.— ALSO,  that  If  on  a  sale  of  the  goods  at  destination  for  freight  and  charges,  the  proceeds 
fail  to  cover  said  freight  and  charges,  the  carrier  shall  be  entitled  to  recover  the  difference  from 
the  shipper. 

j ALSO,  that  full  freight  is  payable  on  damaged  or  unsound  goods,  but  no  freight  is  due. 

i  Increase  In  bulk  or  weight  caused  by  the  absorption  of  water  during  the  voyage. 

j  that  in  event  of  Claims  for  short  delivery  when  the  steamer  reaches  her  des- 
tination, theT&satshall  be  the  market  price  at  the  port  of  destination  on  the  day  of  the  steamer  a 
:  CustonMjouse,  less  all  charges  saved. 

•  on  wharf  awaiting  shipment  or  delivery  be  at  snipper's  risk 
'i  the  fault  or  negligence  of  the  owner,  master,  agent  or 
t  to  the  contrary  notwithstanding, 
ndorsed.  be  given  up  to  the  steamer's  consignee 


lost  or  not  lost. 

up  in  single  packages 


addressed  to  one! 

14.— ALSO,  that  f 
steamship,  unless  otherwise  i 
freight  on  Bill  of  Lading  weight. 


16.— ALSO,  carrier  not  liable  for  splits  shakes, 


-ine  this  Bill  of  Lading,  the  Shipper, -Owner  and  Consignee  of  the  goods  and  the  Holder  of  the  Bill  of  Lading 
tipulations,  exceptions  and  conditions,  whether  written  or  printed,  as  fully  as  if  they  were  all  signed  by  such 


Holder. 


Master  or  Agent  of  the  said  Steamer  hath  affirmed  to .THREE- Bills  of  Lading,  all  of  this  tenor 

^mplished,  the  others  to  stand  void.  fa  m  mm  g^  m  cmm  ^^ 


day  of.. 


..MAY.. 


.1921?.... 


SI6NE0 
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THE  OCEAN  BILL  OF  LADING  47 

If  the  consignee  is  located  in  a  city  other  than  the  port  of 
unloading,  his  full  address  should  be  written  in  the  bill  of 
lading.  Many  importers  in  Milan  instruct  their  suppliers  to 
ship  their  orders  to  Genoa.  If  only  the  name  of  the  importer 
is  stated  on  the  bill  of  lading,  the  steamship  company  will 
assume  that  the  consignee  has  an  address  in  Genoa.  It  will 
not  mail  arrival  notices  to  every  city  in  Italy.     The  notifica- 

GUARANTEE. 

New  York, May ..15  th,..  .1933 ig2 

Messrs.  BOOTH  AMERICAN  SHIPPING  CORPORATION 
17  Battery  Place,  New  York. 

Agents  S.  S. Justin _ _ From Sueno.a..A.i*eB. 

In  consideration  of  your  delivering  to  us  the  following  goods,  arrived  by  the 
above  steamer: 

MARKS    AND     NUMBERS  DESCRIPTION 

A  H   S   C 
Nsw  York  5337  Wet  Salted  Hides 

1/UP 


Argentine  Hide  & 

Skin  Corporation 

Shipped  by _ and  consigned  to   The  Leather  Produots  Corp. 

without  our  having  surrendered  to  you  a  duly  endorsed  B/L  for  said  goods,  proving 
ownership,  we  hereby  undertake  and  agree  to  indemnify  you  and  hold  you  harmless 
from  all  consequences  thereof,  and  to  pay  on  demand  any  claim,  loss  and/or  expense 
that  may  arise.  We  guarantee   that  the  signature  below   is  authoritative. 

Yours  truly, 

Argentine  Banking  Corporation  „.  „       «_-*«««. 

Signed  leather  Products  Corporation 

Vice-President.  Signed 

Secretary 

Fig.   11. — Guarantee  Given  by  the  Importer  to  the  Steamship  Company 

when  Merchandise  Arrives  Prior  to  the  Receipt  of  Shipping 

Documents 

tion  clause  should  therefore  give  the  name  of  the  importer 
and  note  the  fact  that  he  is  located  in  Milan. 

Bill  of  Lading  Replaces  the  Freight  Contract. — The 
printed  portion  of  the  bill  of  lading  sets  forth  in  detail  the 
terms  of  the  contract  between  shipper  and  carrier.  The 
freight  contract  is  very  brief  and  states  that  it  is  made  sub- 
ject to  the  conditions  embodied  in  the  bill  of  lading.  Few 
shippers  ever  read  an  ocean  bill  of  lading  from  beginning  to 
end.     It  is  a  long  document  and  printed  in  small  type.    Many 
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of  the  clauses  are  difficult  to  understand.  Each  steamship 
company  has  adopted  its  own  form  of  bill  of  lading,  and  al- 
though all  forms  are  nearly  alike,  a  few  clauses  appear  in  the 
bills  of  lading  of  some  steamship  companies  which  other 
steamship  companies  do  not  include.  An  attempt  is  being 
made  to  secure  the  adoption  of  the  uniform  bill  of  lading 
which  will  be  fair  to  the  steamship  companies,  the  insurance 
companies  and  the  shippers.  Many  conferences  have  been 
held,  attended  by  representatives  of  the  foreign  trade  inter- 
ests of  all  countries.  In  analyzing  those  clauses  of  the  bill 
of  lading  which  affect  the  shipper  to  the  greatest  extent  an 
endeavor  will  be  made  to  analyze  some  of  the  objections  and 
some  of  the  substitutions  suggested. 

"On  Board"  Bill  of  Lading. — The  bill  of  lading  serves  pri- 
marily two  purposes.  It  constitutes  a  receipt  on  the  part  of 
the  steamship  company  for  merchandise  delivered  to  it  for 
shipment  on  a  specific  steamer.  It  also  serves  as  a  negotiable 
document  which  entitles  the  holder  to  secure  possession  of  the 
goods  after  the  steamer  has  unloaded  at  destination.  The 
"receipt"  clause  is  of  the  utmost  importance  to  both  ex- 
porter and  importer.  The  exporter  wishes  to  be  sure  that 
the  merchandise  has  actually  been  loaded  and  sails  on  the 
steamer  contracted  for  and  mentioned  in  the  bill  of  lading. 
The  importer,  before  accepting  the  bills  of  lading,  wishes  to 
be  sure  that  the  merchandise  is  on  board  the  stated  steamer. 
Therefore  the  bill  of  lading  most  desired  by  exporter  and  im- 
porter is  the  "received  on  board"  bill  of  lading.  This  con- 
stitutes an  acknowledgment  on  the  part  of  the  steamship 
company  that  it  has  actually  loaded  the  merchandise  on  the 
steamer  named  on  the  bill  of  lading.  Many  exporters  and 
importers  refuse  to  accept  other  bills  of  lading  and  prefer  to 
wait  until  after  the  steamer  has  sailed  before  receiving  bills 
of  lading  from  the  steamship  company  in  order  to  secure  such 
bills  of  lading.  The  steamship  company,  however,  is  not 
always  in  a  position  to  issue  "on  board"  bills  of  lading. 

"Received  for  Shipment"  Bills  of  Lading. — Two  other 
types  are  extensively  used.  Merchandise  is  usually  delivered 
to  a  steamship  dock  from  two  to  ten  days  prior  to  sailing. 
Although  the  steamer  is  alongside  the  pier  the  goods  are  often 
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not  loaded  until  shortly  before  sailing.  The  exporter  wishes 
to  have  his  bills  of  lading  issued  in  time  to  mail  them  on  the 
steamer  carrying  the  goods.  The  steamship  company  in  such 
cases  issues  a  bill  of  lading  the  receipt  clause  of  which  reads 
as  follows: 

"Received  from  (The  Smith  Export  Company)  for  shipment  on  the 
steamer  (Vardulia)  now  lying  in  the  port  of  (New  York)  and  bound  for 
( London ) ." 

This  clause  states  that  the  steamer  is  actually  in  New  York, 
ready  to  load  merchandise  for  London.  The  disadvantage  of 
accepting  such  a  bill  of  lading  lies  in  the  fact  that  merchan- 
dise can  be  shut  out  of  the  steamer  and  will  then  be  for- 
warded on  a  later  vessel.  Sometimes  merchandise  is  deliv- 
ered to  a  steamship  dock  before  the  steamer  has  arrived  from 
abroad.  This  is  made  necessary  either  because  the  railroad 
will  not  hold  the  goods  any  longer  for  the  exporter  or  because 
he  must  prove  to  his  customer  that  he  actually  delivered  the 
goods  to  the  steamship  company  by  a  certain  date.  On  such 
shipments  steamship  companies  issue  bills  of  lading  reading 
as  follows : 

"Received  from  (The  Smith  Export  Company)  for  shipment  on  the 
steamer    (Vardulia)   from  the  port  of    (New  York)    bound  for    (London)." 

Comparison  of  the  Three  Types  of  Bills  of  Lading. — Such 
bills  of  lading  are  objectionable  to  the  importer,  who  cannot 
secure  from  the  bill  of  lading  any  information  about  the  time 
the  vessel  was  ready  for  loading  or  the  time  the  vessel  sailed. 
The  first  type  of  bill  of  lading  is  the  most  desirable.  The  sec- 
ond type  is  probably  used  more  extensively  than  either  the  first 
or  the  third.  If  exporters  deliver  merchandise  to  a  steamship 
dock  and  secure  either  the  second  or  third  type  of  bills  of 
lading  they  should  follow  up  the  shipment  and  learn  on  what 
steamer  the  merchandise  goes  forward.  If  the  goods  are  shut 
out  of  the  steamer  mentioned  on  the  bill  of  lading  and  the 
documents  have  already  been  forwarded  abroad,  the  exporter 
should  cable  his  customer  the  name  of  the  steamer  carrying 
the  goods.     If  the  bills  of  lading  are  still  in  the  hands  of  the 


50  EXPORTING  AND  IMPORTING 

exporter  they  should  be  exchanged  for  new  bills  of  lading 
which  contain  the  name  of  the  steamer  on  which  the  goods 
have  been  shipped.  Furthermore,  if  the  exporter  has  drawn 
a  draft  on  his  customer  and  has  attached  to  the  draft  bills  of 
lading  bearing  the  name  of  a  steamer  other  than  that  carry- 
ing the  goods,  the  bank  should  be  instructed  to  cable  its  cor- 
respondents abroad  to  withhold  presentation  of  the  draft  until 
the  arrival  of  the  steamer  carrying  the  merchandise.  Im- 
porters do  not  wish  to  pay  for  merchandise  or  accept  a  time 
draft  when  shipments  have  been  delayed. 

Deviations. — A  clause  in  the  bill  of  lading  allows  the 
steamer  to  deviate  from  its  intended  voyage  and  call  at  ports 
other  than  those  mentioned  in  the  bill  of  lading.  Changes 
in  the  voyage  are  not  always  announced  when  the  freight 
contract  is  made  but  are  decided  upon  if  it  is  later  found  that 
insufficient  cargo  has  been  booked  for  the  original  port  of 
destination.  Such  deviations  often  inconvenience  both  ex- 
porter and  importer.  Spanish  importers  usually  insist  that 
their  orders  be  shipped  on  steamers  sailing  direct  from  the 
American  port  to  the  Spanish  port  of  destination.  If  an 
American  exporter  accepts  a  contract  on  such  terms  he  will 
often  get  into  trouble  with  his  buyer  if  the  vessel  calls  at  two 
or  three  other  ports  before  unloading  his  goods  at  destination. 
Vessels  sailing  for  Barcelona,  Spain,  accept  in  many  cases 
cargo  for  Naples  or  for  Marseilles.  The  voyage  to  Barcelona 
is  prolonged  one  or  two  weeks.  As  long  as  the  steamship  com- 
panies retain  the  right  to  change  the  routing  of  the  vessel 
exporters  must  be  careful  to  exempt  themselves  from  any 
liability  for  such  action  on  the  part  of  the  steamer.  Steam- 
ship companies  as  a  rule  co-operate  as  much  as  they  can  with 
the  merchant,  and  both  shipper  and  carrier  must  recognize  the 
difficulties  to  be  overcome. 

Failure  to  Ship  on  Steamer  Named  in  Contract. — The  bill 
of  lading  allows  the  steamship  company  to  shut  out  cargo 
delivered  to  one  steamer  and  forward  it  on  another.  Differ- 
ent interpretations  of  this  clause  are  made  by  steamship  agents 
and  exporters.  The  former  contend  that  they  have  a  right 
to  shut  out  cargo  under  any  circumstances.  Shippers  claim 
that  steamship   companies   must    exercise   due   diligence    and 
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have  not  the  right  to  hold  merchandise  for  sailing  on  a  subse- 
quent vessel  unless  it  can  be  proved  that  the  delay  arose  from 
contingencies  beyond  the  control  of  the  steamship  company. 
Steamship  companies  sometimes  contract  to  carry  more  freight 
than  the  vessel  can  actually  store.  They  do  this  because  they 
do  not  know  in  advance  that  all  of  the  cargo  contracted  for 
will  be  delivered  on  time.  Exporters  who  fail  to  deliver  at 
the  time  contracted  for  are  liable  for  dead  freight,  and  steam- 
ship companies  can  insist  that  the  shipper  pay  for  the  space 
booked.  They  do  not  as  a  rule  insist  upon  this,  because  they 
realize  that  contingencies  beyond  the  control  of  the  exporter 
often  prevent  his  making  delivery.  Steamship  companies 
therefore  issue  freight  contracts  for  a  few  hundred  tons  more 
than  the  steamer  can  carry.  If  all  of  the  cargo  is  delivered  to 
the  steamer,  part  will  be  short  shipped  and  will  be  held  for 
subsequent  sailing.  It  is  the  contention  of  exporters  that 
steamship  companies  which  shut  out  cargo  for  this  latter  rea- 
son are  negligent  and  they  claim  that  they  can  recover  any 
loss  sustained  because  cargo  is  not  shipped  at  the  time  con- 
tracted for.  The  legal  rights  of  both  parties  have  not  been 
definitely  established.  Until  they  are,  or  until  an  interpreta- 
tion of  this  clause  is  agreed  upon  by  both  interests,  the  ship- 
pers must  recognize  the  presence  of  this  clause.  They  must 
therefore  include  in  their  sales  contracts  a  clause  which  will 
protect  them  in  case  of  short  shipment. 

Weights  and  Measurements  of  Cargo. — All  ocean  bills  of 
lading  state  that  the  weights  and  measurements  supplied  by 
the  shipper  at  the  time  of  delivery  to  the  steamer  are  subject 
to  revision  at  the  port  of  destination.  This  clause  protects 
the  interests  of  both  carrier  and  merchant.  When  the  goods 
are  delivered  to  a  steamship  company  the  receiving  clerk 
checks  the  dimensions  given  by  the  exporter  by  measuring  a 
few  packages.  The  weights  are  not  checked  unless  there  is 
an  obvious  discrepancy.  Occasionally  the  measurements  of 
the  receiving  clerk  and  the  exporter  will  differ  to  a  great 
extent.  It  may  happen  that  there  is  no  time  for  rechecking 
at  the  port  of  shipment.  Therefore  when  the  merchandise  is 
unloaded  the  packages  are  remeasured  by  certified  public 
weighers  in  the  presence  of  representatives  of  the  importer 
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and  the  steamship  company.  Freight  is  then  paid  on  the 
basis  of  the  landed  measurements.  If  there  is  disagreement 
as  to  the  actual  weight  of  the  shipment  the  same  procedure 
follows.  Freight  is  then  paid  on  the  basis  of  the  landed 
weights. 

Condition  of  Merchandise.— The  steamship  company  does 
not  examine  the  contents  of  the  packages.  It  knows  only  the 
external  condition  of  the  goods.  It  therefore  states  that  the 
merchandise  is  received  "in  apparent  good  order  and  condi- 
tion." If  a  claim  is  made  at  destination  for  damage  to  the 
goods  or  for  shortage  in  delivery,  the  exporter,  in  substantia- 
tion of  his  claim,  must  prove  that  the  quantity  stated  on  the 
bill  of  lading  was  actually  shipped  in  good  condition.  If  the 
steamship  company  does  not  wish  to  allow  the  claim  it  must 
prove  that  the  packages  were  delivered  as  shipped  and  that 
it  was  not  careless  or  negligent  in  handling  the  merchandise. 

Transshipments. — Steamers  do  not  call  at  all  ports  of  the 
world.  The  larger  freight  steamers  ply  between  the  princi- 
pal ports  of  the  United  States  and  foreign  countries.  If  ship- 
ments are  made  to  some  of  the  smaller  ports  transshipment  is 
made  from  the  original  steamer  to  a  smaller  steamer  which 
carries  the  merchandise  to  its  ultimate  destination.  The  bill 
of  lading  issued  by  the  original  carrier  relieves  it  from  any 
responsibility  for  damage  done  by  the  secondary  vessel. 
Freight  can  be  prepaid  from  the  port  of  shipment  to  the  ulti- 
mate destination.  A  clause  in  the  bill  of  lading  states  that 
the  original  carrier  accents  the  merchandise  for  transship- 
ment only  at  the  owner's  risk.  If  merchandise  is  damaged 
while  en  route  the  original  carrier  must,  of  course,  prove  that 
the  goods  were  delivered  to  the  second  steamer  in  good  con- 
dition. The  claim  must  then  be  filed  against  the  owners  of 
the  latter  steamer. 


CHAPTER  VII 
THE  OCEAN  BILL  OF  LADING   (Continued) 

Harter  Act. — The  rights  and  liabilities  of  shipper  and  car- 
rier are  defined  in  the  United  States  by  the  Harter  Act,  which 
was  passed  by  Congress  in  1893.  Michael  Harter,  an  ex- 
porter of  flour,  was  at  that  time  a  member  of  the  House  of 
Representatives.  He  had  been  experiencing  serious  difficul- 
ties in  the  shipment  of  flour  and  felt  that  the  steamship 
companies  were  inclined  to  evade  their  natural  liabilities. 
The  legislation  which  he  sponsored  was  an  attempt  to  define 
clearly  the  relations  between  steamship  companies  and  ex- 
porters.    The  Harter  Act  reads  as  follows : 

"HARTER  ACT" 

AN"  ACT  relating  to  navigation  of  vessels,  bills  of  lading,  and  to  certain 
obligations,  duties,  and  rights  in  connection  with  the  carriage  of  property. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the 
United  States  of  America  in  Congress  Assembled,  That  it  shall  not  be 
lawful  for  the  manager,  agent,  master  or  owner  of  any  vessel  transporting 
merchandise  or  property  from  or  between  ports  of  the  United  States  and 
foreign  ports  to  insert  in  any  bill  of  lading  or  shipping  document  any 
clause,  covenant,  or  agreement  whereby  it,  he  or  they  shall  be  relieved  from 
liability  for  loss  or  damage  arising  from  negligence,  fault,  or  failure  in 
proper  loading,  stowage,  custody,  care,  or  proper  delivery  of  any  and  all 
lawful  merchandise  or  property  committed  to  its  or  their  charge.  Any  and 
all  words  or  clauses  of  such  import  inserted  in  bills  of  lading  or  shipping 
receipts  shall  be  null  and  void  and  of  no  effect. 

Sec.  2.  That  it  shall  not  be  lawful  for  any  vessel  transporting  mer- 
chandise or  property  from  or  between  ports  of  the  United  States  of  Amer- 
ica and  foreign  ports,  her  owner,  master,  agent,  or  manager,  to  insert  in 
any  bill  of  lading  or  shipping  document  any  covenant  or  agreement  whereby 
the  obligations  of  the  owner  or  owners  of  said  vessel  to  exercise  due  dili- 
gence, properly  equip,  man,  provision,  and  outfit  said  vessel,  and  to  make 
said  vessel  seaworthy  and  capable  of  performing  her  intended  voyage,  or 
whereby  the  obligations  of  the  master,  officers,  agents,  or  servants  to  care- 
fully handle  and  stow  her  cargo  and  to  care  for  and  properly  deliver  same, 
shall  in  any  wise  be  lessened,  weakened,  or  avoided. 

Sec.  3.     That  if  the  owner  of  any  vessel  transporting  merchandise  or 
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property  to  or  from  any  port  in  the  United  States  of  America  shall  exer- 
cise due  diligence  to  make  the  said  vessel  in  all  respects  seaworthy  and 
properly  manned,  equipped,  and  supplied,  neither  the  vessel,  her  owner  or 
owners,  agents,  or  charterers  shall  become  or  be  held  responsible  for  damage 
or  loss  resulting  from  faults  or  errors  in  navigation  or  in  the  management 
of  said  vessel  nor  shall  the  vessel,  her  owner  or  owners,  charterers,  agent, 
or  master  be  held  liable  for  losses  arising  from  dangers  of  the  sea  or 
other  navigable  waters,  acts  of  God  or  public  enemies,  or  the  inherent 
defect,  quality,  or  vice  of  the  thing  carried,  or  from  insufficiency  of  pack- 
age, or  seizure  under  legal  process,  or  for  loss  resulting  from  any  act  or 
omission  of  the  shipper  or  owner  of  the  goods,  his  agent  or  representative, 
or  from  saving  or  attempting  to  save  life  or  property  at  sea,  or  from  any 
deviation  in  rendering  such  service. 

Sec.  4.  That  it  shall  be  the  duty  of  the  owner  or  owners,  master  or 
agent  of  any  vessel  transporting  merchandise  or  property  from  or  between 
ports  of  the  United  States  and  foreign  ports  to  issue  to  shippers  of  any 
lawful  merchandise  a  bill  of  lading,  or  shipping  document,  stating  among 
other  things,  the  marks  necessary  for  identification,  number  of  packages, 
or  quantity,  stating  whether  it  be  carrier's  or  shipper's  weight,  and  ap- 
parent order  or  condition  of  such  merchandise  or  property  delivered  to  and 
received  by  the  owner,  master,  or  agent  of  the  vessel  for  transportation, 
and  such  document  shall  be  prima  facie  evidence  of  the  merchandise  therein 
described. 

Sec.  5.  That  for  a  violation  of  any  of  the  provisions  of  this  act  the 
agent,  owner,  or  master  of  the  vessel  guilty  of  such  violation,  and  who 
refuses  to  issue  on  demand  the  bill  of  lading  herein  provided  for,  shall  be 
liable  to  a  fine  not  exceeding  two  thousand  dollars.  The  amount  of  the  fine 
and  costs  for  such  violation  shall  be  a  lien  upon  the  vessel,  whose  agent, 
owner,  or  master  is  guilty  of  such  violation,  and  such  vessel  may  be  libeled 
therefor  in  any  district  court  of  the  United  States,  within  whose  jurisdic- 
tion the  vessel  may  be  found.  One-half  of  such  penalty  shall  go  to  the 
party  injured  by  such  violation  and  the  remainder  to  the  Government  of 
the  United  States. 

Sec.  6.  That  this  act  shall  not  be  held  to  modify  or  repeal  sections 
forty-two  hundred  and  eighty-one,  forty-two  hundred  and  eighty-two,  and 
forty-two  hundred  and  eighty-three  of  the  Revised  Statutes  of  the  United 
States,  or  any  other  statute  defining  the  liability  of  vessels,  their  owners, 
or  representatives. 

Sec.  7.  Sections  one  and  four  of  this  act  shall  not  apply  to  the  trans- 
portation of  live  animals. 

Sec.  8.  That  this  act  shall  take  effect  from  and  after  the  first  day  of 
July,  eighteen  hundred  and  ninety-three. 

Approved,  February  13,  1893. 

Three  Parties  to  Foreign  Shipments. — In  attempting  to  de- 
cide the   legal  rights  and  liabilities  of  the  different  factors 
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engaged  in  foreign  trade,  due  consideration  must  be  given 
to  the  positions  of  the  merchant,  the  carrier,  and  the  insur- 
ance underwriters.  Each  of  these  three  parties  at  interest 
has  certain  duties  to  perform  and  each  is  justified  in  insisting 
that  the  other  two  interests  fulfil  their  obligations.  When 
delivering  merchandise  to  the  steamer  the  exporter  must  sup- 
ply packages  which  are  able  to  withstand  the  hardships  of 
an  ocean  voyage.  He  should  give  an  accurate  description 
of  his  shipment  in  the  bills  of  lading  and  in  the  insurance 
policy.  The  packages  should  be  clearly  marked  for  identi- 
fication. The  exporter  should  not  be  forced  to  suffer  because 
the  steamship  companv  fails  to  fulfil  its  obligations  as  a 
common  carrier  or  for  loss  or  damage  due  to  contingencies 
covered  in  the  insurance  policy. 

The  Steamship  Company. — "The  steamship  company  should 
exercise  care  and  diligence  in  equipping,  manning  and  provis- 
ioning the  vessel  so  that  the  voyage  can  be  completed  as  in- 
tended. The  steamship  company  must  furthermore  handle  and 
stow  the  cargo  so  that  it  is  not  damaged.  Neither  exporters 
nor  underwriters  should  suffer  loss  because  the  longshoremen 
break  packages  by  using  case  hooks  or  because  of  other  careless 
handling  by  employees  of  the  carrier.  The  steamship  company 
should  not  be  held  responsible  for  careless  packing  or  fraud  on 
the  part  of  the  shipper  or  because  of  accidents  which  are  beyond 
its  control. 

The  Insurance  Company. — The  insurance  company  pro- 
tects the  shipper  against  fortuitous  accidents  such  as  collision, 
fire,  damage  by  sea  water,  etc.  The  insurance  companies  should 
not  be  called  upon  to  pay  for  the  damages  of  the  exporter  who 
supplies  improper  packing  or  for  carelessness  on  the  part  of  the 
carrier. 

Limitation  of  Liability. — Prior  to  the  enactment  of  the 
Harter  Act  the  steamship  companies  included  in  the  bills  of 
lading  many  clauses  which  were  intended  to  relieve  them  of 
their  natural  liabilities  as  common  carriers.  The  first  and 
second  clauses  of  this  law  state  that  no  steamship  company  has 
a  right  to  include  in  its  bill  of  lading  a  clause  which  is  intended 
to  relieve  it  from  its  responsibility  of  properly  manning,  equip- 
ping and  provisioning  a  vessel  and  exercising  due  care   and 
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diligence  in  loading,  stowing,  caring  for  and  delivering  its 
cargo.  Although  steamship  companies  realize  their  obligations 
under  this  clause  they  nevertheless  limit  their  liability  by  in- 
eluding  in  the  bill  of  lading  a  clause  whcih  reads  as  follows: 

"It  is  also  mutually  agreed  that  unless  a  higher  value  be  stated 
herein,  the  value  of  the  property  hereby  receipted  for  does  not  exceed 
$100.00  per  package  and  that  the  freight  has  been  adjusted  on  such 
valuation  and  no  oral  declaration  or  agreement  shall  be  evidence  of  a 
different  provision  or  of  a  waiver  of  this  clause,  in  computing  any  lia- 
bility for  negligence  or  otherwise  by  the  shipowner  as  carrier  or  other- 
wise, regarding  any  property  hereby  receipted  for.  No  value  shall  be 
placed  on  the  said  property  higher  than  the  invoice  cost,  not  exceeding 
$100.00  per  package  (or  such  other  value  as  may  be  expressly  stated 
herein),  nor  shall  the  shipowner  be  held  liable  for  any  profits  or  conse- 
quential or  special  damages  and  the  shipowner  shall  have  the  option  of 
replacing  any  lost  or  damaged  goods."  x 

"Released"  and  "Full"  Bills  of  Lading.— A  bill  of  lading 
including  the  above  clause  is  known  as  a  "released"  bill  of 
lading.  It  is  possible  to  secure  bills  of  lading  wherein  the 
steamship  company  accepts  full  liability  by  paying  a  higher 
freight  rate.  Such  bills  of  lading  are  known  as  "full"  bills 
of  lading.  Steamship  companies  feel  that  cargo  valued  at  more 
than  $100.00  per  package  should  receive  special  care  and  that 
they  are  entitled  to  charge  a  higher  rate  for  the  extra  service 
involved.  On  a  shipment  of  flour  each  bag  is  worth  about  $7.00 
and  under  either  the  released  or  full  bill  of  lading  the  steam- 
ship company  is  fully  liable.  If  a  package  of  jewelry  valued 
at  $1,000.00  is  shipped,  the  steamship  company  is  liable  for 
only  $100.00,  even  if  the  package  is  stolen  or  damaged  while 
in  its  care.  The  steamship  company  will  assume  full  liability 
if  the  exporter  declares  the  actual  value  of  the  package  at  the 
time  of  making  shipment  and  pays  the  higher  freight  rate. 
Disputes  have  arisen  because  shippers  have  felt  that  the  steam- 
ship companies  take  advantage  of  the  released  bill  of  lading 
in  neglecting  to  ?are  properly  for  cargo.  If  all  exporters  com- 
plied strictly  with  the  terms  of  the  released  bill  of  lading  and 
declared  the  actual  value  of  their  shipments,  few  disputes  would 

i  The  amount  stated  in  this  clause  varies. 
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arise.  Some  shippers  accept  the  released  bill  of  lading  even 
when  the  value  of  the  packages  exceeds  $100.00.  They  specu- 
late upon  the  safe  arrival  of  their  merchandise.  If  there  is  a 
claim  and  the  steamship  company  refuses  payment  because  of 
the  released  bill  of  lading  the  exporter  objects  and  takes  ex- 
ception to  the  limitation  of  liability.  Exporters  who  declare 
the  actual  value  of  their  shipments  and  pay  the  higher  rate 
cannot  compete  with  exporters  who  accept  the  released  bill  of 
lading  and  secure  a  lower  freight  rate.  It  has  been  possible 
to  cover  with  insurance  the  liabilities  of  the  steamship  company 
in  excess  of  the  amount  of  liability  accepted  by  the  steamship 
company.  The  insurance  companies,  however,  have  suffered 
such  heavy  losses  that  it  is  exceedingly  difficult  to  secure  such 
coverage  at  present.  At  the  conferences  which  have  been  at- 
tended by  representatives  of  steamship  companies,  exporters 
and  insurance  companies,  the  limited  liability  of  the  steamship 
company  has  been  agreed  upon  as  equitable.  It  is  unlikely  that 
any  future  legislation  will  change  this.  The  evils  arising  from 
the  use  of  this  clause  can  be  remedied  only  if  all  exporters  de- 
clare the  actual  value  of  their  shipments  and  agree  to  pay  any 
higher  freight  rates  charged  for  cargo  valued  at  more  than  the 
limited  liability. 

Claims  Against  the  Steamship  Company. — All  bills  of  lad- 
ing, whether  released  or  full,  contain  a  clause  which  further 
limits  the  liability  of  the  steamship  companies.  This  clause 
establishes  a  basis  for  the  settlement  of  claims  for  short  deliv- 
ery or  for  damage  to  the  cargo. 

"Any  claim  for  short  delivery  of,  or  damage  done  to,  goods,  and  all 
other  claims  whatsoever,  to  be  made  at  port  of  discharge  and  at  no 
other  port ;  and  the  goods  are  shipped  and  this  bill  of  lading  granted 
subject  to  this  express  condition,  and  no  claim  for  damage  will  be 
admitted  unless  notified  in  writing  before  the  goods  are  taken  receipt 
of.  In  the  event  of  claim  for  short  delivery,  loss  or  damage,  the  price 
to  be  the  certified  market  price  of  the  day  at  port  of  discharge  on  the 
day  of  the  steamer's  arrival,  less  all  charges  saved,  but  the  carriers  in 
no  case  to  be  liable  for  more  than  the  first  cost  of  the  goods  and 
charges  at  port  of  shipment  including  freight  if  paid." 

In  this  clause  the  steamship  company  reserves  to  itself  the  right 
of  adjusting  all  claims  against  it  at  either  the  invoice  cost  to 
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the  importer,  including  charges  to  destination  or  upon  the 
market  price  at  destination  on  the  date  of  the  steamer's  arrival. 
A  New  York  importer  receives  a  shipment  of  1,000  cases  of 
rubber  from  Singapore.  Upon  taking  delivery  he  finds  only  990 
cases.  The  goods  were  purchased  at  12  cents  per  lb,  c.i.f.  New 
York.  At  the  time  of  arrival  the  market  price  is  21  cents  per 
pound.  Under  the  above  clause  a  claim  can  be  collected  for 
only  12  cents  a  lb.,  although  the  short  delivery  means  a  loss  to 
the  importer  of  9  cents  per  lb.  prospective  profit  on  10  casas. 
If  the  market  value  at  the  time  of  arrival  were  9  cents  per  lb., 
the  claim  would  be  settled  at  this  figure. 

Other  bills  of  lading  do  not  give  the  steamship  company  the 
option  of  settling  on  one  of  these  two  bases  but  state  that  all 
claims  for  short  delivery  or  damage  are  to  be  settled  on  the 
basis  of  the  value  of  the  merchandise  at  the  port  of  shipment, 
at  the  time  of  shipment.  Under  such  a  clause  the  importer 
would  not  have  to  pay  freight  for  the  portion  which  was  short 
delivered  or  damaged. 

Another  variation  of  this  clause  states  that  all  claims  are 
settled  on  the  basis  of  the  invoice  price  regardless  of  the  market 
value  of  the  merchandise. 

Collection  of  Claims. — Upon  the  arrival  of  shipments  from 
abroad  importers  usually  inspect  the  merchandise  on  dock  be- 
fore taking  delivery.  As  soon  as  damage  or  loss  is  discovered 
the  importer  writes  a  letter  to  the  steamship  company  stating 
that  formal  claim  for  the  damage  or  loss  will  be  lodged  as  soon 
as  the  particulars  are  known.  The  shipment  is  then  thor- 
oughly inspected  and  when  the  importer  ascertains  the  quantity 
of  goods  lost  or  damaged  he  prepares  documents  necessary  for 
collection  of  the  claim.  These  include  a  formal  statement  of 
the  quantity  damaged  or  lost  and  the  value  thereof  and  a  certi- 
fied copy  of  the  purchase  invoice  or  a  certified  statement  of  the 
market  value  of  the  goods  on  the  date  of  the  steamer's  arrival. 

If  the  steamship  company  refuses  to  pay  a  claim  the  im- 
porter can  resort  to  an  action  in  court.  Before  the  law,  all 
claims  may  be  against  the  steamer  as  well  as  its  owners  or  agents. 
It  is  therefore  possible  to  libel  the  vessel  before  it  leaves  the 
port  and  so  escapes  from  jurisdiction  of  the  United  States 
courts.     The  libel  action  is  an  attachment  of  the  steamer  and 
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prevents  the  vessel  from  leaving  the  port  until  the  law  suit  is 
settled.  In  order  to  secure  the  release  of  the  vessel  and  not 
incur  the  heavy  loss  resulting  from  its  inactivity,  the  steamship 

ORIGINAL 

Stein,  Hall  ®.  Company,  inc. 


TRAFFIC   DEPARTMENT 

01     BROADWAY 


usitjt  awst-ha-:  t.i>:e 


35  RRnAr^A?.  '.'.~r  yofx.  ;i.y. 


The  above  numbered  claim  for  S  — 403.30 


NEW  YORK.      JANUARY   36TH,  1Q_,  3 

Claimant's  No. 10-53 

Carrier's  No.- 


/Wuvy.  vuoU  abotH 


-is  presented  herewith  for  early  adjustment 


Description  of  Shipment 150    sages   RUBBER 

Shipped  from S-LIiAPQEI , To- 
Final  Destination     V.?."    YORK . 


Bill  of  Lading  issued  fyUSITEP   AVER.  TiT;;  1= 
Nature  of  Claim     SHORT  Afi^ 


NEW   YORK 


Routed  Via     S.  S.  "HALF  MOOK" 


Date  of  Bill  of  Lading  - .  .SiJT.l_8j.1921 .. 


Authority  for  Rate- 


Authority  for  Weight 


SHOULD  BE 


CONSIGNMENT. 
RECEIVED 


oice  weight  2^4 


150  cases 

140 


10  cases 
los.  net  each 


RATE        FREIGHT 


9    13? 


OVERCHARGE 


S403, 


In  addition  to  information  given  above,  the  following  documents  are  submitted  in  support  of  this  claim. 
<X     )    1-    Original  Bill  of  Lading. 
(        )    2.    Paid  Freight  Bill 
(    X  )    3.    Certified  Copy  of  Invoice. 
(        )    4.     Weight  Certificate. 

Kindly  acknowledge  receipt  of  the  enclosed  papers,  advising  us  your  claim  number  covering  same,  and  oblige, 

Yours  truly, 

STEIN,  HALL  &  COMPANY,  Inc. 
(Signed) 

Traffic  Manager. 

Fig.  12. — Claim    Filed    Against    Steamship    Company   by    Importer    for 

Short    Delivery 

agents  give  a  bond  holding  themselves  liable  for  any  damage . 
which  may  subsequently  be  assessed  against  the  steamer.  A 
bond  is  also  demanded  from  the  importer  to  reimburse  the 
agents  of  the  steamship  company  for  any  loss  suffered  through 
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the  libel  action  if  the  courts  hold  that  the  importer's  claim  is 
not  valid. 

Contingencies  for  Which  Steamer  Is  Not  Liable. — The  third 
clause  of  the  Harter  Act  relieves  the  steamship  company  of 
liability  for  accidents  beyond  its  control  and  for  deterioration 
due  to  the  inherent  qualities  of  the  merchandise.  The  steam- 
ship company  is  not  responsible  for  damage  due  to  stress  of 
weather,  for  collision,  for  stranding  and  for  similar  accidents. 
The  exporter  protects  himself  against  loss  or  damage  arising 
from  these  contingencies  in  his  insurance  policy.  Furthermore, 
the  exporter  assumes  the  risk  of  loss  or  damage  due  to  the 
natural  characteristics  of  his  goods.  If  a  shipment  of  cheese 
is  sent  from  South  America  to  the  United  States  it  is  possible 
that  a  portion  of  the  goods  will  melt  when  the  vessel  passes 
through  the  Torrid  Zone.  This  loss  must  be  assumed  by  the 
exporter  or  importer,  unless  protection  can  be  secured  from  the 
underwriters. 

Duty  of  the  Shipper. — The  fourth  clause  of  the  Harter  Act 
obligates  the  exporter  to  give  the  steamship  company  an  ac- 
curate description  of  the  merchandise,  including  the  marks 
and  numbers  of  the  packages  and  the  quantity  of  the  merchan- 
dise delivered. 

"Clean"  and  "Foul"  Bills  of  Lading. — It  frequently  hap- 
pens that  a  few  packages  out  of  a  large  shipment  are  slightly 
damaged.  Whenever  possible,  careful  exporters  substitute 
perfect  packages  for  the  weak  ones.  If  this  is  impossible  the 
steamship  company  accepts  goods  insecurely  packed  and  makes 
a  statement  to  this  effect  on  the  dock  receipt.  This  notation  is 
then  transferred  to  the  bills  of  lading  and  relieves  the  steam- 
ship company  from  liability  for  loss  or  damage  due  to  the 
insufficient  packing.  A  bill  of  lading  bearing  such  notations 
is  known  as  a  "foul"  bill  of  lading  as  contrasted  with  a 
"clean"  bill  of  lading.  Steamship  companies  will  issue  clean 
bills  of  lading  even  though  notations  were  made  on  the  dock 
receipt,  upon  receipt  of  a  guarantee  from  the  exporter  which 
relieves  the  steamship  company  from  liability  for  doing  so. 
If  a  New  York  exporter  delivers  1.000  bags  of  flour  to  a  steamer 
and  ten  bags  were  torn  and  mended,  he  must  supply  the  steam- 
ship company  with  a  guarantee  reading  as  follows: 


THE  OCEAN  BILL  OF  LADING  (Continued)  61 

"In  consideration  of  your  issuing  clean  bills  of  lading  covering  a 
shipment  of  1,000  bags  of  flour  per  Steamer  Canopic,  although  the 
dock  receipt  bears  the  notation  '10  bags  torn  and  mended/  we  guar- 
antee to  hold  you  harmless  from  the  consequences  of  so  doing." 

Such  a  guarantee  must  be  signed  by  a  member  of  a  partnership 
or  by  an  officer  of  a  corporation.  Although  the  substitution 
of  clean  bills  of  lading  for  foul  bills  of  lading  deceives  the 
customer  as  to  the  actual  condition  of  the  merchandise  their 
use  is  nevertheless  recommended  in  certain  shipments.  If  pay- 
ment is  to  be  made  by  a  bank  under  a  letter  of  credit,  the  bank 
will  accept  foul  bills  of  lading  only  upon  receiving  a  guarantee 
from  the  exporter  holding  it  harmless  from  the  consecpiences 
of  accepting  such  documents.  The  exporter  has  his  choice  of 
giving  the  steamship  company  a  guarantee  of  clean  bills  of 
lading  or  the  bank  a  guarantee  for  accepting  foul  bills  of 
lading.  Most  exporters  prefer  to  give  the  steamship  companies 
guarantees.  Many  importers  make  claims  for  damage  on  the 
slightest  pretext.  If  ten  bags  out  of  1,000  have  been  torn 
and  mended  the  possibility  of  loss  in  weight  is  slight.  Bags 
which  have  been  securely  sewn  are  practically  as  strong  as  new 
bags.  Flour  bags  always  sift  to  a  small  extent.  If  an  importer 
sees  a  notation  "10  bags  torn  and  mended"  on  a  bill  of  lading, 
the  psychological  effect  tends  to  make  him  suspicious  about  the 
condition  of  the  entire  shipment.  He  loses  faith  in  his  supplier 
and  frequently  uses  such  a  notation  to  press  a  claim  which  is 
groundless.  When  exporters  deal  with  customers  who  take  ad- 
vantage of  every  technicality,  clean  bills  of  lading  are  essential. 
The  customer  runs  no  risk  of  actual  loss.  If  the  shipment  is 
damaged  because  the  bags  arrived  badly  torn,  the  importer 
immediately  files  claim  against  the  steamship  company.  The 
steamship  company  has  a  guarantee  from  the  exporter  and  can 
in  turn  pass  the  claim  on  to  him.  Either  exporter  or  steamship 
company  must  dispose  of  such  a  claim  on  its  merits.  The 
clean  bill  of  lading  merely  protects  the  exporter  against  unfair 
claims  based  on  notations  which  do  not  really  indicate  the  true 
condition  of  the  shipment. 

Unfortunately,  too  few  exporters  study  the  ocean  bill  of 
lading.     Shippers  should  read  this  document  over  very  care- 
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fully.  They  should  know  their  rights  and  liabilities  and  in 
making  shipments  should  be  careful  to  comply  with  the  terms 
of  the  bill  of  lading,  the  conditions  of  the  insurance  policy  and 
the  terms  of  their  sales  contracts. 

Bills  of  Lading  Issued  Upon  Payment  of  Freight. — After 
delivery  has  been  made  to  the  steamship  company  the  bills  of 
lading  are  sent  to  the  steamship  company.  "When  the  exporter 
receives  the  dock  receipt  he  communicates  with  the  steamship 
company  to  learn  the  amount  of  freight  to  be  paid.  "With  the 
exception  of  a  few  steamship  companies,  all  freight  must  be 
prepaid.  The  exporter  receives  the  signed  bill  of  lading  from 
the  steamship  company  in  exchange  for  the  dock  receipt  and 
payment,  of  the  freight.  Some  steamship  companies  operating 
between  the  United  States  and  the  West  Indies  open  charge 
accounts  for  their  shippers  and  allow  the  freight  to  be  paid 
within  three  days  after  the  receipt  of  the  bills  of  lading.  A 
few  steamship  companies  allow  the  freight  to  be  paid  at  des- 
tination. This  is  more  customary  in  import  than  in  export 
trade. 

Minimum  Bill  of  Lading. — Many  small  shipments  are  sent 
abroad.  If  the  quantity  freight  rate  were  charged,  the  amount 
would  be  too  small  to  pay  the  steamship  company  for  carrying 
the  goods.  On  such  shipments  a  minimum  bill  of  lading  fee 
of  $5.00  or  $10.00  is  charged.  A  bill  of  lading  is  issued  for 
the  merchandise  and  the  shipments  are  handled  in  the  usual 
manner.  The  minimum  bill  of  lading  is  an  accommodation  for 
those  exporters  who  send  trial  shipments  abroad  or  whose  mer- 
chandise comes  in  small  packages. 


CHAPTER    VIII 
THE  COMMERCIAL  INVOICE 

Contents  of  the  Invoice. — In  foreign  trade  the  bill  for 
merchandise  sold  is  called  an  invoice.  This  term  is  used  to 
avoid  confusion  with  a  draft,  which  is  called  a  bill  of  exchange, 
and  the  bill  of  lading,  which  is  frequently  spoken  of  as  the 
"lading."  The  commercial  invoice  contains  full  particulars 
of  the  shipment.  It  must  agree  in  every  detail  with  the  bill 
of  lading  and  the  insurance  certificate.  The  marks  and  num- 
bers of  the  packages,  an  accurate  packing  list  and  a  full  de- 
scription of  the  merchandise  are  stated.  These  details  are  in- 
cluded in  all  of  the  shipping  documents.  The  commercial 
invoice  also  states  the  name  of  the  steamer,  the  name  and  ad- 
dress of  the  consignee,  the  contract  number  and  code  word  for 
the  contract  if  such  is  used,  the  price  per  unit  of  the  mer- 
chandise and  the  total  amount  of  the  shipment.  Each  exporter 
devises  a  form  of  commercial  invoice  suited  to  the  articles  sold. 
The  terms  of  the  contract,  i.e.,  whether  the  merchandise  is  sold 
f.a.s.  steamer  or  c.i.f.  port  of  destination,  and  the  terms  of  pay- 
ment, i.e.,  sight  draft  or  three  months'  sight  draft,  are  also 
stated.  At  the  foot  of  the  invoice  the  letters  "e.&o.e."  are 
typewritten.  These  stand  for  the  phrase  "errors  and  omis- 
sions excepted."  This  phrase  is  of  no  legal  value  but  is  an 
apology  in  advance  for  any  mistakes  which  the  exporter  may 
make  in  his  invoice.  It  is  customary  for  an  officer  of  a  cor- 
poration or  a  member  of  a  partnership  to  sign  an  export 
invoice.  Such  a  signature  is  a  polite  indication  to  the  cus- 
tomer that  an  executive  has  supervised  the  shipment  and  has 
assured  himself  that  the  terms  of  the  contract  have  been  com- 
plied with. 

Abbreviations  to  be  Avoided. — Abbreviations  which  are 
used  in  domestic  trade  should  never  be  included  in  the  export 
invoice,  because  foreign  importers  are  not  acquainted  with  the 
usages  of  domestic  trade.     If  a  sale  is  made  f.a.s.  steamer,  an 
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itemized  list  of  the  charges  accruing  for  the  account  of  the 
customer  should  be  stated.  These  include  ocean  freight  and 
insurance  and  any  other  expenses  arising  which  the  customer 


Boston-India  Trading  Corporation 


oatc      Hay   13,    1921. 
b/ldate      May  12,   1921. 
steamer      City  of  Melbourne 

DESTINATION         C&lCUtta. 


347    MILK    STREET 
BOSTON 

CABLE  ADDRESS     "IVTRADCO" 


CONTRACT    NO.  362 

euYcns  no     124 
invoice  no.    57  3 
terms   Sight  draft 
documents  attached. 


Sold  to       Rose  Steel  Trading  Company,   Ltd. 
Calcutta,   India. 


P  S  T 
Calcutta 
1   to  300 


300 


Casks  Aniline  Salte 


Weights: 

232  lte.    gross     32  lbs.   tare  200  Ike. 

net 

Measurements: 

2  ft.    6"  x  2  ft.   x  2  ft.   =  10  cu.   ft. 

Freight  -   New  York   to  Calcutta 
$20.00  per  2240  lbs.  or  40  cu.   ft. 
ship's  option 


Marine   insurance  3/4  of   1%  on  §18,500.0) 


BOSTON-INDIA   TRADING  CORPORATION 
Signed 

Manager  Export   Cept. 


E  &  0  B 


60,000 
lbs.    net 


«3  25'  per 
It.    fas 
i;ew  York 


$15,000.00 


1,500,00 


Fig.  13. — Commercial  Invoice 

has  agreed  to  pay.  If  a  sale  is  made  c.i.f.  or  c.&f.  port  of 
destination,  a  list  of  such  charges  is  frequently  included  for 
the  benefit  of  the  customer.     The  exporter  may  omit  them. 
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Certificates  of  analysis,  pure  food  guarantees  and  similar 
documents  are  attached  to  the  invoices  and  forwarded  with  the 
other  shipping  documents. 

Boston.India  Trading  Corporation 


oatc      Hay   13,   1921. 
b/ldate         nay  12,   1921. 
steamer   -City  of  Melbourne 

destination        Calcutta 


347    MILK    STREET 
BOSTON 

CABLE  ADDRESS    "INTRADCO" 


CONTRACT  NO.      363 
BUYERS  NO.         134 
INVOICE  NO.        573 

terms   Sight  draft 

documents  attached. 


Solo  to     Ro8S  steel  TradinS  company,  Ltd. 
Calcutta,    India. 


MARKS: 


R  S  T 
Calcutta 

1  to  300 


300 


Casks  Aniline  Salts 


BOSTON-INDIA  TRADING  CORPORA! 

Signed 

Manager  Export  Dept. 


$16,638.7j 


ION 


i.638.75 


EHE 


Fig.  14. — Commercial  Invoice  for  the  Bank 

Bank  Invoices. — If  the  shipping  documents  are  forwarded 
to  a  bank,  the  commercial  invoice  is  made  out  in  quadruplicate. 
Two  copies  are  sent  to  the  bank  with  the  other  shipping  docu- 
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merits;  the  other  two  copies  are  sent  direct  to  the  consignee  by 
different  mails.  Frequently  a  non-negotiable  copy  of  the  bill 
of  lading  is  sent  direct  to  the  consignee  with  a  copy  of  the 
invoice.  Sometimes  exporters  do  not  send  the  complete  com- 
mercial invoice  to  the  bank.  Bank  invoices  then  contain  a 
description  of  the  shipment  and  the  total  amount  of  the  invoice. 
The  invoices  .sent  direct  to  the  customer  bear  a  complete  state- 
ment of  the  charges. 


PAET  II 

CUSTOMS  PROCEDURE  IN  THE  UNITED 
STATES  AND  ABROAD 


CHAPTER  IX 
THE  TARIFF  SYSTEM  IN  THE  UNITED  STATES 

The  Tariff. — The  Constitution  of  the  United  States  gives 
Congress  the  power  to  levy  duties  on  imports  from  foreign 
countries.  The  object  of  the  import  tariff  is  twofold.  The 
duties  from  merchandise  manufactured  in  foreign  countries 
and  imported  into  the  United  States  for  consumption,  provide 
a  portion  of  the  revenue  which  the  Government  requires  to 
defray  its  current  expenses.  The  tariff  furthermore  affords 
protection  for  the  American  manufacturer  in  his  competition 
with  foreign  manufacturers.  The  rates  of  duty  placed  on  cer- 
tain specific  articles  are  listed  in  a  tariff  schedule  which  is 
altered  from  time  to  time  by  act  of  Congress,  in  order  to  con- 
form with  the  needs  of  American  industry. 

A  tariff  commission  has  been  created  to  secure  information 
about  manufacturing  conditions  in  the  United  States  and  in 
foreign  countries.  The  commission  issues  reports  which  discuss 
industrial  conditions  at  home  and  abroad.  These  reports  are 
intended  to  guide  Congress  in  establishing  scientifically  the 
rates  of  duty  to  be  assessed.  Articles  are  listed  in  the  tariff 
schedules  according  to  their  commercial  designations  which  are 
the  result  of  established  usage  in  commerce  and  trade.  Scien- 
tific designations  of  botany  or  chemistry,  etc.,  are  not  used. 
Part  of  the  tariff  schedule  is  devoted  to  classifying  articles  of 
special  manufacture  which  cannot  be  grouped  under  one  of 
the  general  headings  of  the  tariff  schedule.  A  "free  list"  is 
appended  to  the  schedule  which  contains  those  articles  on  which 
no  duty  is  levied. 

Congress  has  also  passed  laws  providing  the  machinery  by 
which  imports  are  supervised  and  duties  are  collected.  These 
statutes  are  known  as  the  laws  of  customs  procedure.  The 
Government  publishes  the  customs  regulations  in  a  bound  vol- 
ume which  can  be  obtained  from  the  Treasury  Department. 
The  laws  of  customs  procedure  are  amended  and  changed  when 
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occasion  warrants.  Bulletins  are  distributed  weekly  by  the 
Treasury  Department  containing  special  rulings  which  have 
been  passed  and  all  changes  in  the  statutes. 

Customs  Duties. — There  are  two  bases  on  which  duties  are 
assessed.  Specific  duties  are  those  assessed  upon  imported  mer- 
chandise by  quantity,  weight  or  measure,  without  regard  to 
value,  i.e.,  the  duty  on  oxalic  acid  is  V/2  cents  per  lb.  net 
weight,  on  barley  15  cents  per  bushel  of  48  lbs.,  on  castor  oil 
12  cents  per  gal.,  on  certain  plant  bulbs  .$10.00  per  thousand. 
The  ad  valorem  duties  are  those  assessed  upon  imported  mer- 
chandise at  a  stated  rate  of  per  cent  upon  the  "dutiable"  value, 
as  established  by  law,  i.e.,  on  catsup  and  sauce  25  per  cent,  on 
clocks  30  per  cent,  on  nickel  10  per  cent. 

On  some  articles  the  specific  and  ad  valorem  duties  are 
combined,  i.e.,  on  cigars  $4.50  per  lb.  and  25  per  cent,  on  cos- 
metics containing  alcohol  40  cents  per  lb.  and  60  per  cent. 

Dutiable  Value. — The  dutiable  value  of  the  merchandise 
is  found  independently  of  the  price  which  the  importer  pays 
for  his  goods.  It  is  based  upon  the  wholesale  market  price  or 
value  of  the  goods  in  the  country  of  origin  at  the  time  and 
place  of  exportation  to  the  United  States.  Added  to  this  is 
"the  value  of  the  cartons,  cases,  crates,  boxes,  sacks,  casks, 
barrels,  hogsheads,  bottles,  jars,  demijohns,  carboys  and  other 
containers  or  coverings  whether  holding  liquids  or  solids,  and 
all  other  costs,  charges  and  expenses  incident  to  placing  the 
merchandise  in  condition,  packed  and  ready  for  shipment  to 
the   United   States."1 

THE  CONSULAR  INVOICE 

All  shipments  of  merchandise  imported  into  the  United 
States  must  be  accompanied  by  an  invoice  certified  by  the 
American  Consul  stationed  at  or  near  the  place  where  the  goods 
are  offered  for  sale.  Shipments  valued  at  under  $100.00  are 
admitted  without  the  production  of  a  consular  invoice.  The 
consular  invoice  contains  full  information  about  the  shipment. 

1  Excerpt  from  par.  R,  sec.  3,  of  the  Tariff  of  1013.      (There  are  modi- 
fications of  this  dutiable  value  which  apply  to  special  cases.     See  page  88.) 
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From  this  the  Collector  of  Customs  determines  the  amount  of 
duty  to  be  assessed. 

Currency  in  the  Consular  Invoice. — All  consular  invoices 
are  made  out  in  the  currency  of  the  country  from  which  im- 
portations are  made  or  in  the  currency  in  which  payment  is 
to  be  made  by  the  importer.  Furthermore,  the  consular  in- 
voice contains  a  statement  of  the  rate  of  exchange  of  the  foreign 
currency  at  the  time  the  shipment  is  made.  This  statement  is 
particularly  necessary  when  goods  are  purchased  in  a  foreign 
currency.  The  appraiser  is  then  able  to  arrive  at  the  dutiable 
value  of  the  goods  in  American  currency  and  assess  the  duty 
accordingly. 

The  duty  on  dried  egg  yolk  is  ten  per  cent  ad  valorem.  On 
Oct.  25,  1921,  the  Chinese  tael  was  equal  to  78  cents  United 
States  currency.  At  that  rate  of  exchange  an  American  im- 
porter purchased  some  dried  egg  yolk  at  33%  taels  per  100 
lbs.,  f.o.b.  Hong  Kong.  This  is  the  equivalent  of  $26.00  United 
States  currency,  per  100  lbs.  Accordingly,  the  importer  would 
pay  $2.60  duty  on  each  100  lbs.  of  egg  yolk  imported. 

Description  of  the  Shipment. — The  invoice  also  contains  a 
correct,  complete  and  detailed  description  of  the  shipment  in 
order  to  enable  the  appraiser  to  classify  the  merchandise  prop- 
erly. The  commercial  designation  of  the  article  is  given  and 
if  the  goods  are  specially  manufactured  the  component  parts 
are  stated  to  make  identification  easy.  The  selling  price  and 
a  full  list  of  all  charges  incurred  in  connection  with  the  ship- 
ment are  given.  These  charges  must  be  known  to  the  appraiser 
so  that  he  can  determine  the  value  of  the  merchandise  at  the 
time  and  place  of  shipment.  If  the  egg  yolk  were  purchased 
at  35  cents  per  lb.,  c.i.f.  New  York,  the  importer  would  not 
have  to  pay  duty  on  this  value  but  on  the  f.o.b.  Hong  Kong 
value.  The  shipping  charges  are  listed  and  the  appraiser  sub- 
tracts these  from  the  c.i.f.  price  in  order  to  arrive  at  the 
dutiable  value. 

Affidavit  of  the  Exporter. — The  invoice  contains  an  affi- 
davit which  must  be  signed  by  the  exporter  or  his  duly  author- 
ized agent.  This  is  a  sworn  statement  to  the  effect  that  the 
information  given  about  the  shipment  is  correct  and  complete. 
All  certified  invoices  have  a  cancelled  stamp  affixed.     The  con- 


THE  CONSULAR  INVOICE 


73 


sul  charges  the  small  fee  of  $2.50  per  invoice  for  his  services. 
Shipments  on  different  steamers  must  be  accompanied  by  sep- 

INVOICE. 


Colombo^  29th  November,  1921. 

(Fioce  aiid  dai«o 


Invoice  of 63°  Cases  Desiccated  Coconuts 

by Far  Eastarn  Produoje  &, Trading  Cpzp* New  York 

from    Holland  Ceylon  COmnerolaj  Co. ,  of Colombo- 

to  be  shipped  per s/s. ..".L. ..Q..H..E..H.  Z...0.". 


....  purcliased 


£b± 


CosLs,  chvgas,  and  espemes.) 


/U& 


375    cases   Desiccated 
j    Coconuts    "Fine"      46750   lbs 

HB"Ft ®' 


..335...cae.e8..JD.eai.c.ca.t.e.d 

Coconuts    "Medlum"29250  lbs 
nett  a 


30  cases  Desiccated 
Coconut 8  .  "Coar 6  6"    39.00. .lbs 


630    cases 81900  , lbs. 


♦♦MARKET    PRICE** 
The  following  F...Q..E.... charges 

not    lncludea   in  the  above  pr 


Cts. 
-/22 


-723 


-/22 


ice 


Customs  Duty  Rs511.88  I 

*"  ""■         ff'dues 37-80J 

Cooly  wages  60.00 

Cross  .Hooping 16.9.0.0..; 

Carthire  42.53  I 

Snipping    charges  49.14 

Boat  hirer 30.00 

Telegrams  157.50 

B/L  SEanps ,7S-! 

Petty  Expenses  50.00 

Consular  Fee- 1Q;Q0 


R6.1C7;;5.<:0 


64  55 .  00 


855 


iie.aso.LS 


JIB.    191$6.6p 


.00 
700" 


n;.e.&o 


F.0.B.Colou.bo  @-/23i  Cts.   p«r   lb. 


Ocean  Charges -•--—- 

Freight R  62353.30 

Insurance  144.86 
fiB2.4.58_16.. 


Tfie  above  invoice  is  correct  and  true. 

(Signature  of  purchaser  or  teller  or  duly  aulkorixd       HOT  T  4  Wn-PFVT  ovt     mvirnntu      />,*..».._. 
cyeMo/alhereianingxnlhenamio/hu  principal)    ---nuL-^^-CEV.LG^-.COJJER.C-IAL---CQ-!.:P/ JJY 

s  l  gned 

Fig.   16. — Reverse  Side  of  Consular  Invoice 


arate  invoices.     If  there  is  no  consul  at  the  port  of  shipment 
the  invoice  can  be  certified  by  the  consul  of  a  friendly  nation. 
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Iii  the  absence  of  any  consul  two  reputable  merchants  of  the 
town  are  allowed  to  verify  the  invoice. 

Three  or  four  copies  of  the  invoice  must  be  given  to  the 
consul.  One  copy  is  verified  and  returned  to  the  exporter, 
who  forwards  it  to  his  customer  with  the  other  shipping  docu- 
ments. The  original  is  retained  by  the  consul.  The  triplicate 
is  sent  by  the  consul  to  the  Collector  of  Customs  at  the  port  of 
destination.  If  duty  is  to  be  paid  at  a  place  other  than  the 
port  of  destination,  a  fourth  copy  is  given  the  consul,  who 
forwards  this  to  the  Collector  of  Customs  at  the  secondary 
port.  One  or  two  additional  copies  are  made  out  by  the  ex- 
porter, who  retains  one  copy  for  his  office  files  and  forwards 
the  other  to  his  customer.  The  importer  uses  this  copy  for  his 
files  or  for  making  entry  if  the  verified  copy  has  not  been 
received  by  the  time  the  steamer  arrives. 

When  merchandise  is  shipped  from  abroad  on  consignment, 
no  sales  price  can  be  stated  in  the  invoice.  In  place  of  this 
the  exporter  states  what  is  to  his  belief  the  wholesale  market 
value  of  the  goods  at  the  time  and  place  of  shipment. 

CUSTOMS  ENTRIES 

The  Administration  Supervising  Imports. — The  adminis- 
tration of  the  laws  of  customs  procedure  is  vested  in  the  Sec- 
retary of  the  Treasury.  He  has  authority  to  "prescribe  forms 
of  entries,  oaths,  bonds  and  other  papers  and  rules  and  regu- 
lations not  inconsistent  with  the  law,  to  be  used  ...  in 
carrying  out  the  provisions  of  the  law  relating  to  raising  rev- 
enue from  imports  or  to  warehousing;  he  shall  give  such 
direction  to  collectors  and  prescribe  such  rules  and  forms  to 
be  observed  by  them  as  may  be  necessary  for  the  proper  exe- 
cution of  the  law." 

The  United  States  is  divided  into  customs  collection  dis- 
tricts. The  President  is  authorized  to  rearrange  the  customs 
collection  districts  as  is  required  from  time  to  time.  Each 
district  has  several  ports  of  entry  where  entry  of  imported 
merchandise  can  be  made.  Each  customs  district  is  in  charge 
of  an  officer  known  as  the  "Collector  of  Customs."  The  col- 
lector is  stationed  at  the  principal  port  of  entry  in  the  district. 
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CONSUMPTION   ENTRY   BOND  (Term). 

(To  redeliver  merchandise,  to  produce  documents,  to  pay  duties  and  charges  due  on  final  liquidation,  to  perform 
conditions  of  release,  such  as  to  label,  hold  for  inspection,  set-up,  etc.  To  be  taken  in  all  cases  when  delivery 
is  requested  prior  to  inspection,  examination,  or  liquidation.) 


Know  ail  Men  by  these  Presents,  That.-Jobn.-E0S  .&--QQ... 


of 116. West  42nd  street,. .JIew..¥orlC-0ity as  principal, 

and.Metal  Sales  Company, Jno.  0f 

and »8W  York   City of 

as  sureties  are  held  and  firmly  bound  unto  the  UNITED  STATES  OF  AMERICA  in  the  sum  of 

..  TWO  . Thousand.. JU^QOi).} dollars,  for  the  payment  of  which  we  bind  ourselves, 

our  heirs,  executors,  administrators,  successors,  and  assigns,  jointly  and  severally,  firmly  by  these  presents. 

Witness  our  hands  and  seals  this  ....2nd day  of  ...June ,  19     22 

Whereas,  the  above-bounden  principal  expects  to  enter  for  consumption  certain  imported  articles  at 

the  port  of..JIflW..York. during  the  period  from.... June.. lit, -1922 to  and  including  the 

last  day  of..liay. 1223 and  may  request  the  delivery  of  all  or  part  of  the  articles  prior  to  ascer- 
tainment by  customs  officers  of  the  quantity  and  value  thereof,  and  of  the  full  amount  of  duties  and  charges 
due  thereon  and  prior  to  the  full  payment  thereof  and  to  the  decision  by  the  proper  officer  as  to  right  of  said 
articles  to  admission  into  the  United  States: 

Now,  therefore,  the  Condition  of  this  Obligation  is  such,  that — 

(1)  If  the  said  principal  shall  redeliver  to  the  order  of  the  Collector  of  Customs  at  said  port  all  of  the 
said  articles  that  may  be  lawfully  demanded  by  him,  in  accordance  with  the  provisions  of  Section  2S99,  Revised 
Statutes,  the  Tea  Act  of  March  2,  1897,  the  Food  and  Drugs  Act  of  June  30,  1906,  the  Meat  Inspection  Act  of 
June  30,  1906,  the  Insecticide  Act  of  April  26,  1910,  the  Plant  Quarantine  Act  of  August  20,  1912,  the  Seed 
Importation  Act  of  August  24,  1912,  and  all  other  statutes  of  the  United  States  in  effect  on  the  date  of  the 
refeasc  of  said  articles,  and  shall  fully  comply  with  all  of  the  provisions  of  said  statutes  and  the  regulations 
thereunder,  and  if  the  said  principal  shall  mark,  label,  clean,  fumigate,  destroy,  export,  and  do  any  and  all 
other  things  in  relation  to  said  articles  as  may  be  lawfully  required,  and  shall  hold  the  same  for  inspection  and 
examination,  or  in  the  event  of  failure  to  comply  with  any  or  all  of  the  conditions  set  forth  in  this  section 
sball  pay  to  said  collector  an  amount  equal  to  double  the  value  of  said  articles  as  stated  in  the  entries  thereof; 

(2)  And  if  said  principal  shall  deliver  to  the  said  collector  such  consular  invoices,  declarations  of  owners 
or  consignees,  certificates  of  origin,  exportation,  and  other  declarations,  certificates,  and  documents  as  may  be 
required  by  law  or  regulation  in  connection  with  the  entry  of  said  articles,  and  in  the  form  and  within  the 
time  required  by  law  or  regulations,  or  any  lawful  extensioh  thereof,  or  in  the  event  of  failure  to  comply  with 
any  or  all  the  conditions  of  this  section  shall  pay  to  said  collector  an  amount  equal  to  double  the  estimated 
duty  on  said  entries,  or  if  the  merchandise  be  free  of  duty  the  sum  of  one  hundred  dollars: 

Then  this  obligation  shall  be  void;  otherwise  it  shall  remain  in  full  force  and  effect. 


Signed,  sealed,  and  delivered  in  the 
presence  of— 

signed 

signed 


J.ohn..Bo9..fc...Co.t. 
slgne(a) 


[seal.] 

[seal.] 

Metal  Sales  Company,   Inc.         ,       ■, 
eigne  vd7""'  L' 


if  the  parties  e 


t  less  than  t 


~Aiu>ust2*.  ISM).    Tlit 


1  tlielr  respective  places  of  residence,  must  appear  In  (nil  In  the  body  of  the  bond. 
"  tbelr  names  as  witnesses. 
7  duly  qualified  under  the  act  of  Congress  of  August  13, 1S94.  as  amended  by  thf  u 
_>ted  as  sureties. 
3  bond  Is  given  by  "persons  composiDRa  firm  or  partnership  It  may  bo  executed  by  any  member  of  such  firm  or  partnership,  In  which  o 


sUn  their  n 

e  accepted  as  sole  surety.    Married  women  win  not  I*  accepted  ub  sureties. 
firm  or  partnership  It  may  bo  executec"  * 
9  firra  or  partnership  had  personally  < 


9  (act  of  June  SO, ; 


tit  will  have  the 


s  of  all  persons  compos  ne  the  firm  must  appear  In  the  body  of  t  bo  bond,  as  for  example.' 
'     ijoinine  the  signature,  as  in  tbac 
j'.lJ  above  iLuiigoatmesof  lbo» 


s  In  tin*  case  of  a  private  seal  affixed  by  a 


.H, 


f  the  bond. 


Fig.  17. — Term  Bond  Filed  with  the  Collector  of  Customs 
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Minor  ports  of  entry  are  supervised  by  customs  officers 
stationed  there  with  authority  to  collect  duties  and  admit  mer- 
chandise to  entry. 

Definition  of  the  Entry. — All  merchandise  imported  into 
the  United  States  is  under  the  control  of  the  customs  officials 
until  the  importer  complies  with  the  requirements  of  the  tariff 
and  the  laws  of  customs  procedure,  and  secures  a  release  from 
the  Collector  of  Customs.  The  acts  performed  by  the  importer 
in  order  to  get  permission  from  the  Government  to  take  pos- 
session of  the  merchandise  and  dispose  of  it,  are  known  as  the 
customs  entry. 

General  Bond  Required  of  the  Importer. — Before  the  mer- 
chant is  allowed  to  take  delivery  of  his  goods  he  is  required 
to  file  with  the  Collector  of  Customs  a  bond  which  obligates 
him  to  conform  with  the  laws  governing  imports  and  with  the 
regulations  prescribed  by  the  Treasury  Department.  The 
amount  of  this  bond  is  twice  the  value  of  the  shipment. 
Importers  who  receive  merchandise  from  abroad  at  frequent 
intervals  execute  what  is  known  as  a  "term  bond."  This  bond 
is  applied  for  once  a  year  and  is  taken  out  to  an  amount  which 
is  estimated  to  be  twice  the  value  of  a  shipment  on  any  one 
steamer.  The  bond  is  signed  by  the  importer  and  a  surety. 
The  surety  companies  make  a  business  of  bonding  importers 
and  charge  $1.00  for  each  $1,000.00  stated  in  the  bond. 

Shipping  Documents  Filed  at  the  Time  of  Entry. — When  a 
steamer  arrives,  the  importer  is  required  to  file  with  the  Col- 
lector of  Customs  a  copy  of  the  bill  of  lading  signed  by  the 
steamship  company  and  a  certified  copy  of  the  consular  invoice. 
The  bill  of  lading  constitutes  proof  that  the  importer  owns 
the  merchandise.  The  consular  invoice  supplies  the  Govern- 
ment with  the  information  necessary  for  the  assessment  of  the 
duty.  Attached  to  these  documents  is  a  form  prepared  by  the 
importer  or  his  agent  known  as  the  "entry."  The  entry  con- 
tains all  the  particulars  of  the  shipment  and  includes  blank 
spaces  in  which  the  customs  officials  fill  in  the  amount  of  duty 
assessed  and  any  other  notations  necessary.  When  the  entry 
is  filed  it  must  be  signed  by  the  importer  or  his  agent. 

General  Order. — The  customs  regulations  prescribe  that 
shipping    documents    be    lodged    or    bonds    executed    within 


CUSTOMS  ENTRIES  77 

forty-eight  hours  after  the  arrival  of  the  steamer.  Failure  to 
make  entry  within  this  period  gives  the  Government  the  priv- 
ilege of  placing  the  goods  in  "general  order."  When  this  is 
done  the  Government  stores  the  goods  at  the  expense  and  risk 
of  the  owner.  The  merchandise  is  held  by  the  Government 
pending  entiy  by  the  importer.  If  merchandise  is  not  claimed 
within  a  period  of  one  year,  the  Government  disposes  of  it  at 
public  auction.  The  proceeds  of  the  sale  are  used  to  pay  the 
carrying  charges.  Any  surplus  goes  into  the  United  States 
Treasury.  Upon  application  to  the  Secretary  of  the  Treas- 
ury the  owners  can  secure  a  refund  of  any  excess  of  the 
proceeds  of  the  sale  over  the  duty  and  the  cost  of  storage, 
insurance,  advertising  and  selling  the  merchandise.  In  prac- 
tice, imports  are  placed  in  general  order  within  seventy-two 
hours  after  the  arrival  of  the  steamer. 

If  documents  are  missing  the  importer  is  frequently  able 
to  secure  permission  from  the  Collector  of  Customs  allowing 
the  goods  to  remain  on  dock  under  the  supervision  of  the 
customs  inspector  beyond  the  expiration  of  the  general  order 
time.  This  is  known  as  "extension  of  general  order"  and  is 
granted  for  twenty-four  or  forty-eight  hours  as  the  emergency 
warrants.  The  Collector  agrees  to  the  extension  of  general  order 
only  if  the  steamship  company  is  willing  to  hold  the  shipment 
on  dock.  The  Government  stores  goods  in  a  general  order  ware- 
house as  unclaimed  merchandise  forty-eight  hours  after  the 
vessel  has  entered  if  no  permit  has  been  lodged  on  the  dock  or 
extension  of  general  order  has  been  obtained. 

The  Pro-forma  Invoice. — If  the  shipment  arrives  before 
the  shipping  documents  have  been  received  by  the  importer, 
entry  can  be  made  by  the  production  of  a  pro-forma  invoice. 
The  pro-forma  invoice  is  made  up  by  the  importer,  who  states 
on  it  the  particulars  of  the  shipment  as  known  to  him.  Mer- 
chants must  be  particularly  careful  to  state  the  correct  value 
of  the  merchandise  if  it  is  dutiable  on  an  ad  valorem  basis. 
There  is  a  heavy  penalty  exacted  if  the  report  of  the  appraiser 
disagrees  with  the  value  of  the  entry.  (See  page  91.)  When 
entry  is  made  with  a  pro-forma  invoice  a  bond  must  be  exe- 
cuted by  the  importer  guaranteeing  to  produce  the  certified 
invoice  within  six  months  of  the  date  of  entry.     On  free  goods 
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the  bond  is  to  the  amount  of  $100.00;  on  dutiable  merchandise 
to  the  amount  of  twice  the  estimated  duties. 

Entry  Without  the  Bill  of  Lading. — If  entry  is  made  with- 
out the  bill  of  lading  a  bond  must  be  executed  to  an  amount 
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June  8,  1922. 


The  Honorable  Collector  of  Customs, 
Port  of  New  York, 
Cu9tom  House, 
Nev  York. 

Sir: 

Be  are  Informed  that  a  shipment  of  100  bales  of  Burlaps 
has  arrived  on  the  S/S  "IMPRESS  OF  lHDIA"consigned  to  ourselves 

We  believe  these  goods  are  Intended  for  James  9nith  *  Company, 
New  York  and  a3  the  documents  relating  to  the  shipment  have 
not  been  received,  we  hereby  consent  to  James  Snlth  k   Company 
giving  a  bond  for  the  missing  bill  of  lading  and  the  consular 
invoice  pertaining  to  saie  and  making  entry  for  the  shipment. 
Very  truly  yours, 

(Signed) 

Assistant  Cashier. 

Fig.   18. — Letter  from  Bank  to  Collector  of  Customs  Authorizing 
Importer  to  .Make  Entry  under  Bond 

which  is  twice  the  value  of  the  shipment.  In  some  districts 
the  Collector  of  Customs  will  not  accept  a  bond,  but  requires 
a  certified  check  for  double  the  value  of  the  shipment.  Still 
other  Collectors  insist  upon  receiving  a  check  for  140  per  cent 
of   the   value   of   the    shipment.     Frequently   merchandise    im- 
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ported  under  a  letter  of  credit  is  consigned  to  the  issuing 
bank.  In  .such  cases  a  letter  of  guarantee  addressed  to  the 
Collector  of  Customs  is  given  by  the  bank.  This  authorizes 
the  Collector  to  permit  the  importer  to  give  a  bond  for  the 
production  of  the  bill  of  lading.  With  a  bank  guarantee  to 
protect  him  the  Collector  will  usually  accept  a  bond  and  not 
insist  upon  receiving  a  certified  cheek.  The  decision  to  release 
merchandise  without  the  production  of  the  bill  of  lading  rests 
entirely  with  the  Collector  of  Customs.  He  is  responsible  for 
all  merchandise  admitted  to  entry  and  therefore  protects  him- 
self against  the  possibility  of  allowing  a  merchant  other  than 
the  true  owner  of  the  goods  to  take  possession. 

Free  Entry . — Imported  merchandise  which  is  not  dutiable 
is  admitted  under  what  is  known  as  the  ''free  entry."  This 
includes  products  or  articles  manufactured  in  the  United  States 
which  have  been  exported  and  subsequently  returned  to  the 
United  States.  The  general  term  bond  obligates  the  importer 
to  comply  with  Government  regulations  in  the  subsequent  sale 
and  disposition  of  the  merchandise.  On  returned  American 
goods  a  special  form  of  the  consular  invoice  is  used  which 
contains  an  affidavit  to  the  effect  that  the  goods  are  of  Ameri- 
can origin.  Upon  arrival  at  the  port  of  destination  an  extract 
of  the  export  manifest  must  be  secured  from  the  Collector  of 
Customs  at  the  port  of  export  to  prove  that  the  merchandise 
was  actually  exported  from  the  United  States. 

Consumption  Entry. — If  the  importer  intends  to  pay  duty 
on  his  merchandise  immediately  upon  its  arrival  in  the  United 
States  he  makes  what  is  known  as  a  "consumption  entry." 
The  bill  of  lading,  consular  invoice  and  the  consumption  entry 
blank  arc  filed  with  the  Collector  of  Customs.  The  Collector 
of  Customs  estimates  the  amount  of  duty  based  on  the  entered 
quantity  and  value  of  the  merchandise.  Upon  payment  of  the 
duty  the  shipment  is  released.  The  Collector  issues  a  permit 
to  the  customs  inspector  in  charge  of  the  steamer  authorizing 
the  importer  to  take  delivery.  On  shipments  subject  to  the 
pure  food  laws  of  the  United  States  the  importer  is  allowed 
to  take  possession  of  the  goods  but  may  not  dispose  of  them 
until  permission  is  received  from  the  Bureau  of  Chemistry. 
(See  page  88.) 
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Warehouse  Entry. — Importers  frequently  bring  merchan- 
dise into  the  United  States  with  the  intention  of  exporting  a 
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(Nuneof  owner  purchaser,  or  nltinute  coascnee  )  (No.)  (Street)  (Cltr  >  J-  1 

eLW-«leCe-»«^  of  llVfcWb^i-^  described  in  it.wstrr.  a=4  Is  tV  hrrrice  or  toroicM  now  preheated  10  the  Collector  of  Coilorn*.  to 4  tt*l  lie  a*Jd 
i»  lbe  d»«  «ad  in  tta  rtssri  or  coorej^ace  »i  ita  port  bwb^ 
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[1 1  mmed  taicly  make  the  suae  known  to  the  Collector  of  Oxttonu  at  toe  port  ot  entry;  aad  I  further  declare  it  Uus  declare. on  11  executed  by  n  as  < 
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Slrned  and  declared  to  before  c 


t:rt.^:.c:c''::j>r;    csr-   'M'.'Msi'lii 


(Depoiy  coUcctor  or  notary  pubbc) 


fflpnavi 


Signed . 

<  Sienature  of  acanL) 


Fig.   19. — Consumption   Entry   Form    Filed   with   the    Collector   of   Cus- 
toms by  the   Customs*  Broker  on  behalf  of  the   Importer 

portion  or  the  whole  of  the  shipment  at  some  future  time.  In 
other  cases  merchants  have  no  prospects  for  the  immediate 
sale  of  the  goods  and  therefore  wish  to  postpone  paying  the 
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duty  until  they  are  ready  to  make  delivery  to  their  customers. 
To  provide  for  such  contingencies  the  Government  allows  the 
importer  to  store  the  goods  without  paying  duty  at  the  time 
of  entry.  Certain  warehouses  are  designated  for  this  purpose 
by  the  Government.  They  are  licensed  and  bonded  to  comply 
with  the  customs  regulations.  "Bonded"  warehouses  are 
privately  owned  but  are  operated  under  the  supervision  of 
customs  inspectors  who  check  incoming  and  outgoing  shipments. 
On  all  merchandise  entered  for  "warehouse"  the  importer  must 
execute  a  bond  to  the  amount  of  twice  the  estimated  duty. 
This  bond  is  cancelled  when  the  duty  is  paid.  On  merchandise 
subject  to  the  pure  food  laws  of  the  United  States  the  bond  is 
twice  the  value  of  the  shipment  plus  twice  the  estimated  duty. 

The  quantity  and  dutiable  value  of  the  merchandise  are 
determined  at  the  time  entry  is  made.  The  rate  of  duty  as- 
sessed is  taken  from  the  tariff  schedule  in  force  at  the  time 
of  withdrawal  from  the  warehouse.  Importers  are  allowed  to 
store  merchandise  in  bonded  warehouses  for  three  years.  If  duty 
has  not  been  paid  at  the  end  of  that  time,  the  Government 
sells  the  goods  at  public  auction.  The  proceeds  are  disposed 
of  as  in  the  case  of  unclaimed  general  order  imports,  with  the 
exception  that  if  the  proceeds  do  not  realize  the  amount  of  the 
duty  the  Collector  of  Customs  looks  to  the  importer  and  the 
surety  to  make  good  the  difference. 

It  is  not  necessary  to  make  a  bonded  warehouse  entry  of 
the  entire  shipment.  The  minimum  quantity  which  is  admitted 
to  such  entry  is  a  whole  package  or  on  bulk  shipments,  one 
ton.  Withdrawals  from  warehouse  must  be  in  at  least  the 
same  quantities.  In  transporting  the  goods  in  bond  only 
licensed  truckmen  or  common  carriers  can  be  used. 

Entry  for  Immediate  Transportation. — Many  importers 
whose  offices  or  factories  are  located  at  interior  points  do  not 
care  to  pay  duty  on  their  imports  upon  the  arrival  of  the 
steamer.  They  wish  the  merchandise  shipped  to  them  in  bond. 
Tbe  Government  has  therefore  established  ports  of  entry  at 
some  of  the  large  inland  industrial  centers  of  the  United 
States.  Customs  officials  are  stationed  at  these  ports  of  entry 
with  authority  to  assess  duty  or  permit  the  storage  of  goods 
in   bonded  warehouses.     When   the  steamer   arrives,   shipments 
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destined  for  inland  shipment  in  bond  are  entered  with  the 
Collector  of  Customs  for  "immediate  transportation."  The 
Collector  of  Customs  at  the  port  of  first  arrival  retains  in  his 
office  two  entry  forms  and  a  permanent  record  of  the  mer- 
chandise which  he  attaches  to  a  copy  of  the  consular  invoice 
received  direct  from  the  consul.  A  copy  of  the  entry  is  for- 
warded to  the  Collector  of  Customs  at  the  port  of  final  des- 
tination. In  such  eases  a  quadruplicate  copy  of  the  consular 
invoice  is  sent  direct  by  the  consul  to  the  Collector  of  Customs 
at  the  final  port  of  entry.  The  bill  of  lading'  or  some  other 
shipping  document  must  contain  a  clause  stating  that  shipment 
is  made  to  the  port  at  which  the  steamer  unloads,  in  transit  for 
the  port  of  ultimate  destination.  Certain  common  carriers 
such  as  railroads  and  express  companies  and  inland  steamship 
companies  are  designated  by  the  Secretary  of  the  Treasury 
to  transport  merchandise  in  bond.  These  carriers  are  bonded 
to  comply  with  the  regulations  of  the  Customs  Department 
and  guarantee  that  the  merchandise  will  not  be  released  with- 
out permission  from  the  Collector  of  Customs.  The  entry  for 
immediate  transportation  must  be  made  within  ten  days  after 
the  arrival  of  the  importing  steamer.  Upon  arrival  of  the 
merchandise  at  the  port  at  which  entry  is  to  be  made  the 
importer  files  the  necessary  shipping  documents  with  the  Col- 
lector of  Customs  and  arranges  for  the  payment  of  duty  or 
for  the  storage  of  the  goods  in  a  bonded  warehouse. 

Rewarehouse  Entry. — Importers  who  wish  to  ship  mer- 
chandise from  a  bonded  warehouse  at  one  port  of  entry  to  a 
bonded  warehouse  in  another  are  permitted  to  do  so  upon 
their  filing  with  the  Collector  of  Customs  at  the  port  of  orig- 
inal entry  a  rewarehouse  entry.  In  such  cases  duties  are 
assessed  under  the  warehouse  bond  filed  at  the  port  of  first 
arrival.  They  are  accordingly  assessed  and  liquidated  at  that- 
port. 

Withdrawal  from  Bonded  Warehouse  for  Consumption. — 
Importers  are  permitted  to  withdraw  merchandise  from  bonded 
warehouses  for  consumption  in  the  United  States  by  paying 
the  duty.  The  Collector  of  Customs  then  issues  a  permit  in- 
structing the  customs  inspector  in  charge  of  the  warehouse  to 
release  the  merchandise  against  delivery  orders   issued   by   the 
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importer.  Merchants  are  also  allowed  to  transfer  bonded  goods 
to  a  customer.  In  sueli  cases  the  buyer  is  allowed  to  dispose 
of  the  goods  as  he  sees  fit.  Subsequent  entries  are  made  by 
the  customer.  It  must  be  noted  here,  however,  that  on  mer- 
chandise which  remains  in  a  bonded  warehouse  for  more  than 
3  years,  on  which  no  duty  has  been  paid,  the  collector  holds 
the  original   importer   and  the  surety  for   the   duty. 

Rewarehouse  and  Withdrawal  for  Consumption  Entry. — 
It  frequently  happens  that  importers  have  filed  a  rewarehouse 
entry  but  sell  the  goods  while  en  route  from  one  bonded  ware- 
house to  another.  They  are  permitted  to  deliver  the  goods  to 
their  customer  without  storing  them  in  a  bonded  warehouse  in 
the  secondary  port  by  filing  this  type  of  entry.  Entry  is  made 
at  the  second  port  and  upon  payment  of  the  duty  the  Collector 
of  Cus+oms  authorizes  the  carrier  to  release  the  goods. 

Warehouse  and  Immediate  Exportation. — Shipments  are 
frequently  made  to  a  port  in  the  United  Statas  in  transit  for 
a  foreign  country.  The  goods  are  to  be  shipped  abroad  by  a 
steamer  sailing  from  the  port  of  arrival.  Under  the  ware- 
house and  immediate  exportation  entry  importers  are  not  com- 
pelled to  store  their  merchandise  in  a  bonded  warehouse.  In 
such  cases  the  steamship  dock  fulfills  the  purposes  of  a  bonded 
warehouse.  The  Collector  of  Customs  Issues  a  permit  to  the 
customs  inspector  in  charge  of  the  dock  at  which  the  arriving 
steamer  unloads.  •  Upon  receipt  of  this  order  the  inspector 
allows  the  delivery  of  the  goods  to  a  bonded  carrier,  such  as 
a  lightering  concern  or  a  trucking  company.  The  merchandise 
is  then  transferred  to  the  outgoing  steamer  and  loaded  under 
the  supervision  of  a  customs  inspector.  Merchandise  entered 
for  warehouse  and  immediate  exportation  is  permitted  to  remain 
on  the  dock  of  the  incoming  steamer  for  a  period  not  exceeding 
thirty  days. 

Transportation  and  Exportation. — Merchandise  which  ar- 
rives on  a  steamer  at  a  port  in  the  United  States  is  frequently 
destined  for  consumption  in  Canada  or  in  Mexico.  The  im- 
porter intends  to  forward  his  goods  via  rail  through  the  United 
States  to  his  foreign  customer.  The  entry  is  therefore  made 
for  "transportation  and  exportation."  On  such  shipments  the 
Collector  of  Customs  at  the  border  port  where  the  shipment 
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passes  beyond  the  limits  of  the  United  States  notifies  the  Col- 
lector of  Customs  at  the  port  of  arrival  that  the  goods  have 
actually  left  the  country.  If  a  clause  is  included  in  the  bill 
of  lading  stating  that  the  shipment  is  in  transit  for  a  foreign 
country  no  consular  invoice  need  be  filed.  It  is  necessary  to 
supply  the  Collector  of  Customs  with  full  particulars  of  the 
shipment,  including  the  name  of  the  foreign  consignee. 

Withdrawal  for  Export. — Importers  are  allowed  to  export 
merchandise  from  bonded  warehouses  without  the  payment  of 
duty.  Withdrawal  entries  are  filed  with  the  Collector  of  Cus- 
toms, who  issues  a  permit  allowing  the  release  of  the  goods. 
The  shipment  is  then  carried  by  a  bonded  carrier  from  the 
warehouse  to  the  outgoing  steamer.  On  all  exports  of  bonded 
shipments  a  bond  must  be  filed  for  double  the  duty.  This 
bond  contains  a  guarantee  on  the  part  of  the  exporter  to  produce 
within  six  months  proof  that  the  goods  were  actually  shipped 
abroad.  On  all  shipments  where  the  estimated  duty  is  less 
than  $100.00  a  copy  of  the  export  bill  of  lading  certified  by 
the  steamship  company  constitutes  sufficient  proof  for  the  re- 
lease of  the  bonds.  When  the  duty  is  in  excess  of  $100.00,  a 
landing  certificate  must  be  supplied.  The  landing  certificate 
is  a  statement  containing  detailed  information  about  the  ship- 
ment. It  must  be  signed  by  the  master  of  the  vessel,  the  con- 
signee and  the  American  Consul  at  the  port  of  destination 
abroad.  A  landing  certificate  or  customs  house  bill  of  lading 
must  be  produced  within  a  year  on  all  bonded  shipments  made 
to  Europe  and  South  America.  The  exporter  is  allowed  two 
years  for  the  production  of  such  documents  on  shipments  made 
to  Africa  and  Asia. 

If  the  importer  has  paid  duty  on  merchandise  while  it  is 
still  in  a  bonded  warehouse,  the  Government  refunds  99  per 
cent  of  the  duty  upon  proof  that  the  merchandise  has  been 
exported.  All  merchandise  exported  in  bond  must  be  shipped 
in  the  original  packages  unless  special  permission  for  repacking 
is  secured  from  the  Collector  of  Customs.  It  is  also  provided 
that  the  Secretary  of  the  Treasury  may  at  his  discretion  cancel 
the  bond  given  for  the  production  of  the  landing  certificate 
if  the  exporter  is  able  to  supply  good  reasons  for  his  inability 
to  furnish  this  document. 
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Exportation  of  Rejected  Merchandise. — Imports  of  food- 
stuffs, certain  chemicals,  goods  illegally  marked  and  other 
articles,  are  frequently  subjected  to  examination  and  analysis 
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Collection  District  No.  -1Q ,  Port  of  ..ltew..)(.0r.k. ....,  Date  filed  June   -2,.-1922— -,  19 

Goods  imported  by HeaipSted  Woolen   Company withdrawn  to  be 

snipped  in  bond  via .French  line    _ Pier.. 57  .IT,  .B.. 

from  the  port K.ew  .York.... to  ...H.a.r.y.e....i,ranc9 _ 

Consignee B.....B. .. ilpe   &..C.o.«..In.c , _ 

Originally  imported  at  Hew. York. from  .ltQnd.on...Eng,. on  ..5/2.0/22 ,  19 

Ei  Brl.   3/3   Celtic 


MARKS  AND 


.   CONTENTS.   AND   QUALITY 


R. i ...Qaa...Cl)~.Casft-.Hoolen..ClQ.th...(.fancy..... 

..._ B_._ ..jsayaoj _... 

He.w.  York .....42.6  Sa,  YA§, _840  .lfea. 
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Deli.er  only  to  banded  Lurk  or  lighter  Cmloim  Lk.«c  No.   l^l 
To  th.  Slor«k«.r,.r  or  Irupedor  >l    .40..  7939^     St....^^ 
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Hereof  on  U>e  uick  -Ii  bis  lor  in. 
Declared  to  before  me  on  — —., 


shipped  as  specified  a 


,  XoUry  Pul^x 


Ccuot;nISD;J; .. .  Deputy  .\aval  OffiUT. 


I  truly  declare  that  the  above-described  dkt.  hr.-id^-o  ia  to  be  exporlinl 
oa  stated  above  and  is  not  to  be  lauded  in  the  Urutod  Sutes,  and  tbat  io  iho 
best  of  my  knowledge  and  belief  it  is  in  the  same  condition  as  imported, 
wastage  excepted,  and  tbat  the  articles,  quantities,  and  values  are  as  staled. 

withdrawn.     Textile  Export  Corporation 

Deliver  above-                                      (Signed)  ' 
described  goods  to , — 


Hempsted  woolen  Company     import*-. 


Fig.  20. — Form   Filed  with   Collector   of   Customs   upon   Withdrawal   of 
Merchandise  from  Bonded  Warehouse  for  Export 

by  the  Bureau  of  Chemistry,  before  the  importation  is  per- 
mitted. If  the  merchandise  fails  to  comply  with  the  pure 
food  laws  of  the  United  States,  the  importer  is  allowed  to  ex- 
port  the   merchandise.     An   export   entry    is   made.     In   order 
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to  insure  exportation,  a  customs  inspector  accompanies  the 
shipment  from  the  warehouse  in  which  the  goods  are  stored 
to  the  dock  of  the  outgoing  steamer.  If  duty  has  already  been 
paid  on  such  shipments,  it  is  refunded  to  the  importer  by  the 
Collector  of  Customs. 

Special  Entry. — On  imports  of  animals,  perishable  fruits, 
etc.,  the  importer  frequently  wishes  to  obtain  a  release  imme- 
diately upon  the  unloading  of  the  steamer.  Prior  to  the 
arrival  of  the  steamer  he  files  with  the  Collector  of  Customs 
a  bond  or  deposit  of  double  the  estimated  duty.  On  mer- 
chandise which  is  not  dutiable  a  bond  of  $100  must  be  given. 

Importations  by  Mail. — Unsealed  packages  shipped  by  par- 
cel post  are  admitted  to  entry  in  the  United  States  in  accord- 
ance with  the  international  postal  agreement.  Attached  to 
such  packages  must  be  an  accurate  statement  of  the  contents 
and  the  value.  Upon  arrival  of  the  shipment  at  the  post  office, 
the  consignee  is  instructed  to  claim  his  merchandise,  which  is 
released  upon  payment  of  the  duty.  Samples  of  r.o  commercial 
value  are  not  dutiable.  Such  packages  must  coi  tain  a  state- 
ment to  this  effect. 


CHAPTER  X 
APPRAISEMENT 

Customs  Appraisers. — At  all  ports  of  entry  import  ship- 
ments are  inspected  by  Government  officials  known  as  apprais- 
ers. It  is  their  duty  to  examine  the  merchandise  and  ascertain 
the  quantity  and  the  value.  They  make  an  advisory  report 
to  the  Collector  of  Customs,  who  arrives  at  the  amount  of  duty 
to  be  assessed  from  their  reports. 

Free  Merchandise. — The  Government  appraisers  do  not 
weigh  or  measure  the  quantity  of  imports  on  which  no  duty 
is  to  be  assessed.  The  consular  invoice  gives  sufficient  informa- 
tion for  the  compiling  of  Government  statistics  about  imports 
into  the  United  States. 

Merchandise  Subject  to  a  Specific  Rate  of  Duty. — The  ap- 
praisers do  not  as  a  rule  place  a  value  upon  merchandise  which 
is  subject  to  a  specific  duty.  They  do  weigh  or  measure  the 
shipment  and  upon  their  report  the  duty  is  assessed.  This 
work  is  done  before  the  goods  are  removed  from  the  dock  at 
which  the  steamer  is  unloaded. 

Merchandise  Subject  to  an  Ad  Valorem  Rate  of  Duty. — 
Imports  which  are  dutiable  on  an  ad  valorem  basis  are  care- 
fully examined  by  the  appraisers,  who  determine  the  value  on 
which  the  importer  must  pay  duty.  On  all  such  shipments 
one  out  of  every  ten  packages  must  be  opened,  examined  and 
appraised.  For  this  purpose  the  law  provides  that  not  less 
than  10  per  cent  of  the  number  of  packages  comprising  the 
shipment  are  taken  to  the  appraisers'  stores  for  examination. 
Articles  imported  in  bulk  are  usually  appraised  while  on  dock. 
In  some  instances  the  Collector  of  Customs  allows  the  imme- 
diate transfer  of  merchandise  to  the  importers'  warehouse.  A 
Government  appraiser  is  then  sent  to  this  warehouse  to  examine 
the  shipment,  Any  additional  expense  arising  from  such  an 
arrangement  is  borne  by  the  importer.     In  some  cases  samples 
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are   drawn  from   several   packages   and   forwarded   to   the    ap- 
praiser's stores  for  examination  and   anaylsis.1 

Dutiable  Value. — Merchandise  subject  to  an  ad  valorem 
rate  of  duty  is  taxed  on  the  basis  of  the  dutiable  value  which 
is  defined  on  page  70.  The  consular  invoice  which  is  filed  at 
the  time  entry  is  made  contains  the  value  of  the  goods  and  all 
of  the  shipping  charges.  The  value  given  can  be  either  f.o.b. 
port  of  original  shipment,  f.o.b.  steamer,  c.&f.  port  of  destina- 
tion, c.i.f.  port  of  destination,  etc.  As  the  consular  invoice 
contains  a  list  of  all  shipping  charges,  the  collector  is  able  to 
determine  from  this  document  the  dutiable  value  of  the  mer- 
chandise. As  has  already  been  stated,  this  value  is  the  whole- 
sale market  value  in  the  country  of  origin,  at  the  time  and 
place  of  shipment,  plus  the  value  of  the  containers,  plus  all 
expenses  incurred  incident  to  preparing  the  merchandise  for 
export  shipment.  Some  of  these  charges  are  dutiable.  If  the 
duty  is  specific,  the  containers  are,  with  few  exceptions,  free 
from  duty.  If  the  merchandise  is  dutiable  at  an  ad  valorem 
rate,  the  containers  are  dutiable  at  the  rate  applicable  to  their 
contents.  Certain  charges  are  not  dutiable.  These  include  the 
consular  fee  for  certifying  the  invoice,  ocean  freight  and  marine 
insurance.  If  the  importer  pays  a  commission  to  a  buying 
agent  abroad  for  services  rendered  in  connection  with  the  pur- 
chase of  the  goods,  this  charge  is  not  dutiable  and  can  be  de- 
ducted from  the  cost.  Inland  freight  is  dutiable  if  the  sale 
was  made  f.o.b.  port  of  export,  but  not  if  the  merchandise  was 
sold  f.o.b.  foreign  inland  shipping  point.  Commission  charges 
incurred  on  behalf  of  the  purchaser  without  regard  to  the  sell- 
ing price  of  the  goods  can  be  deducted  from  the  cost  in  deter- 
mining the  dutiable  value.  If  the  commission  is  paid  by  the 
seller  and  forms  part  of  the  selling  price,  it  is  dutiable.  Reg- 
ular trade  discounts  are  not  considered  dutiable,  as  they  form 
part  of  the  foreign  market  value  of  the  goods.  Import  duties 
remitted  by  foreign  governments  upon  export  of  the  merchan- 
dise in  bond,  are  dutiable.     Stamp  taxes  and  internal  revenue 

i  It  must  be  noted,  however,  that  on  shipments  subject  to  analysis  by 
the  U.  S.  Bureau  of  Chemistry,  one  package  is  always  taken  to  the  ap- 
praiser's stores  and  that  the  shipment  cannot  be  disposed  of  by  the  im- 
porter until  released  by  the  Bureau  of  Chemistry. 
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taxes  which  are  remitted  by  foreign  governments  upon  the 
exportation  of  goods  are  also  dutiable.  In  particular  ship- 
ments other  charges  may  arise  on  which  special  rulings  are 
required.  These  can  be  secured  from  government  publications 
or  by  communicating  direct  with  the  Collector  of  Customs. 

The  consular  invoice  also  states  the  rate  of  exchange  011  the 
date  shipment  is  made.  This  is  required  by  the  Collector  of 
Customs  in  determining  the  dutiable  value  of  merchandise  pur- 
chased in  foreign  currency.  A  lathe  can  be  bought  at  1,000 
marks  f.o.b.  Hamburg.  As  the  duty  is  assessed  at  the  whole- 
sale market  value  at  the  time  and  place  of  shipment,  the  col- 
lector must  know  the  value  of  the  mark  on  the  day  shipment 
was  made  and  the  invoice  was  certified.  If  at  that  time  the 
mark  was  worth  one  cent,  the  dutiable  value  of  the  lathe  is 
$10.00.  The  law  provides,  however,  that  the  Collector  of  Cus- 
toms issue  on  the  first  day  of  each  quarter  the  rate  of  exchange 
at  which  the  duty  on  all  imports  which  are  shipped  during 
that  period  should  be  assessed.  This  rate  is  the  current  value 
of  foreign  currency  on  that  date  as  quoted  by  the  Federal 
Reserve  Bank.  If  at  any  time  during  the  quarter  the  rate  of 
exchange  is  more  than  10  per  cent  higher  or  lower  than  the 
published  rate,  the  shipment  is  assessed  at  the  rate  in  effect 
on  the  day  shipment  Avas  made. 

Change  in  the  Entered  Value  at  the  Time  of  Entry. — It 
sometimes  happens  that  the  entered  value  of  the  merchandise, 
as  taken  from  the  consular  invoice,  does  not  represent  the  true 
market  value  at  the  time  and  place  of  shipment.  This  can 
result  from  market  fluctuations  in  the  value  of  the  article  be- 
tween the  time  of  purchase  and  the  time  of  shipment.  Because 
of  the  heavy  penalties  exacted  if  the  appraised  value  is  higher 
than  the  entered  value,  the  law  provides  that  the  importer 
may  change  the  entered  value  before  the  entry  or  the  mer- 
chandise has  come  to  the  attention  of  the  appraiser.  These 
additions  to  or  deductions  from  the  invoice  value  should  be 
stated  on  the  entry  opposite  each  of  the  items  involved.  Great 
care  should  be  taken  to  indicate  clearly  the  merchandise  on 
which  the  value  is  raised  or  lowered. 

If  the  importer  is  uncertain  as  to  the  correct  dutiable  value 
he  may   submit   his   proposed   entry   to   the   appraiser   for   his 
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opinion.  The  application  for  a  review  of  the  entry  by  the 
appraiser  prior  to  filing  the  entry  must  be  made  in  writing. 
Although  the  appraiser  will  give  his  opinion  as  to  the  true 
market  value  abroad,  his  advice  is  not  binding  upon  him,  and 
he  reserves  the  right  to  change  his  opinion  when  making  his 
advisory  report  to  the  Collector  of  Customs.  "When  the  im- 
porter finds  that  the  appraisers  have  established  on  similar 
shipments  previously  entered,  a  higher  market  value  than  that 
stated  in  his  consular  invoice,  and  that,  furthermore,  these 
cases  are  pending  for  reappraisement,  he  is  allowed  to  declare 
on  his  entry  the  higher  value.  He  is,  furthermore,  allowed 
to  state  in  the  entry  that  this  change  in  valuation  was  due 
solely  to  the  action  of  the  appraisers  in  similar  cases  and  not 
due  to  any  belief  on  his  part  of  an  error  in  the  entered  value. 
In  such  cases  duty  is  paid  on  the  basis  of  the  higher  valuation 
but  is  refunded  if  the  Board  of  General  Appraisers  find  the 
original  declared  value  correct  when  reviewing  similar  ship- 
ments. 

Appraised  Value  of  the  Merchandise. — Upon  arrival  of  a 
shipment  which  is  subject  to  an  ad  valorem  rate  of  duty,  the 
appraisers  examine  the  merchandise  with  a  view  of  determining 
the  actual  market  value  and  the  wholesale  price  at  the  time  of 
exportation  in  the  principal  markets  of  the  country  from  which 
shipment  has  been  made.  The  value  ascertained  by  the  apprais- 
ers after  a  thorough  investigation,  is  the  appraised  value.  Upon 
it  duties  are  assassed.  If  the  appraiser  is  unable  to  ascertain 
to  his  satisfaction  the  market  value  of  any  article,  he  is  per- 
mitted  to  make  a  thorough  investigation  of  foreign  market 
conditions  in  order  to  determine  the  correct  dutiable  value. 

Average  Price. — The  Revised  Statutes  provide  that  "when 
merchandise  of  the  same  material  or  description  but  of  different 
value  is  invoiced  at  an  average  price  and  not  otherwise  pro- 
vided for,  duty  shall  be  assessed  upon  the  whole  invoice  at  the 
rate  to  which  the  highest  valued  goods  on  such  invoice  is 
subject." 

Consigned  Merchandise. — When  merchandise  is  consigned 
to  an  importer  in  the  United  States  for  sale  after  the  arrival 
of  the  goods,  a  consular  invoice  must  be  filed  at  the  time  of 
making  entry.     This  invoice  must  contain  a  statement  signed 
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by  the  manufacturer  declaring  the  cost  of  production  of  the 
merchandise,  as  defined  in  Section  3,  Paragraph  L  of  the  Tariff 
Act.  If  the  consignment  was  made  by  an  exporter  other  than 
the  manufacturer  of  the  goods,  the  consignor  must  sign  a  state- 
ment giving  in  detail  the  particulars  of  the  purchase  by  him 
from  the  manufacturer.  This  statement  must  include  the  price 
paid  for  the  goods. 

Appraisement  When  No  Open  Foreign  Market  Value 
Exists. — If  it  is  impossible  to  ascertain  to  the  satisfaction  of 
the  appraiser  the  actual  market  value  of  the  goods  as  defined 
by  law,  it  is  the  duty  of  the  appraisers  to  do  all  in  their  power 
to  secure  the  cost  of  production  of  such  merchandise  at  the 
time  shipment  was  made  to  the  United  States.  The  cost  of 
production  includes  the  cost  of  materials  and  of  manufactur- 
ing, and  all  general  expenses,  which  are  to  be  estimated  at  not 
less  than  10  per  cent.  The  costs  incident  to  preparing  the 
merchandise  for  shipment  must  also  be  included.  To  this  must 
be  added  not  less  than  8  per  cent  nor  more  than  50  per  cent 
of  the  total  cost.  In  no  case  is  the  appraised  value  to  be  less 
than  the  total  cost  of  production  ascertained  in  this  manner. 
If  the  appraiser  finds  that  the  imported  merchandise  is  not 
freely  sold  in  the  open  market  in  the  country  of  exportation, 
the  appraised  value  is  based  upon  the  wholesale  value  of  the 
merchandise  as  sold  in  the  markets  of  the  United  States,  less 
an  allowance  for  estimated  duties,  deductible  charges,  as  de- 
fined on  page  88,  a  commission  not  to  exceed  6  per  cent,  if 
such  has  been  contracted  for  on  consigned  goods,  or  profits 
not  exceeding  8  per  cent,  if  the  importer  has  made  a  purchase 
on  his  own  account,  and  allowance  for  general  expenses  not  to 
exceed  8  per  cent  on  such  purchased  goods. 

Appraised.  Value  Higher  than  the  Entered  Value. — The  im- 
porter is  subject  to  a  heavy  fine  if  the  appraised  value  exceeds 
the  value  declared  in  the  entry.  The  Tariff  Act  of  1913  pro- 
vides that  in  addition  to  the  duties  levied  on  the  appraised 
value  of  the  merchandise,  there  shall  be  assessed  an  additional 
duty  of  1  per  cent  of  the  total  appraised  value  for  each  1  per 
cent  that  the  appraised  value  exceeds  the  declared  value.  Such 
additional  duties  shall  not  be  remitted  except  in  cases  of  "man- 
ifest clerical  error"  (see  page  96).     No  refund  is  made  in  case 
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the  merchandise  is  exported.  If  the  appraised  value  exceeds 
the  declared  value  by  more  than  75  per  cent,  the  entry  shall  be 
declared  fraudulent  unless  there  is  a  manifest  clerical  error. 
In  such  eases  the  Collector  of  Customs  seizes  the  goods  and 
reports  the  facts  to  the  Department  of  Justice,  which  may 
instruct  the  U.  S.  District  Attorney  to  proceed  criminally 
against  the  importer.  TVhen  no  fraud  was  intended,  the  De- 
partment of  Justice  may  order  the  Collector  to  deliver  the 
seized  goods  to  the  importer  upon  the  additional  and  penal 
duties  amounting  to  75  per  cent  of  the  appraised  value. 

Estimated  Duties. — On  merchandise  subject  to  a  specific 
rate  of  duty  the  Collector  of  Customs  charges  the  importer 
estimated  duties  based  on  the  entered  quantity  of  the  ship- 
ment. On  imports  subject  to  an  ad  valorem  rate  of  duty  the 
estimated  duties  are  based  on  the  appraised  value. 

Delivery  Permit. — After  the  estimated  duties  have  been 
paid,  the  Collector  of  Customs  issues  a  permit  which  authorizes 
the  customs  inspector  in  charge  of  the  steamer  to  release  the 
goods  in  accordance  with  the  wishes  of  the  importer. 

Redelivery  Bond. — On  consumption  entries  the  importer 
must  file  a  redelivery  bond  in  the  sum  of  double  the  estimated 
value  of  the  merchandise,  as  a  guarantee  to  the  Collector  to 
return  the  goods  to  Government  custody  upon  demand  of  the 
appraiser. 

Appeal  to  Reappraisement. — If  the  importer  disagrees  with 
the  appraised  value  of  the  merchandise  he  is  permitted  to  file 
with  the  Collector  of  Customs  an  appeal  for  reappraisement. 
Formal  notice  of  such  appeal  must  be  sent  to  the  Collector  of 
Customs  within  ten  days  after  the  appraised  value  has  been 
ascertained.  A  fee  of  $1.00  for  each  entry  appealed  must  be 
deposited  with  the  Collector  of  Customs  within  two  days  after 
notice  of  appeal  has  been  given.  This  fee  is  refunded  to  the 
importer  with  the  duties  collected  in  excess  in  cases  when  the 
appeal  is  sustained.  The  Collector  is  also  permitted  to  appeal 
for  reappraisement  if  he  concludes  that  the  appraised  value  is 
too  low.  The  Collector  is  allowed  sixty  days  within  which  to 
file  notice  of  appeal.  Both  importer  and  Collector  present 
their  cases  to  one  member  of  the  Board  of  General  Appraisers. 
There  are  nine  members  of  this  board,  who  are  appointed  by 
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the  President  with  the  approval  and  consent  of  the  Senate. 
On  all  appeals  for  reappraisement  one  member  of  the  board 
hears  the  testimony  and  renders  a  decision. 

Both  Collector  of  Customs  and  importer  are  permitted  to 
appeal  for  re-reappraisement  if  dissatisfied  with  the  decision  of 
the  General  Appraiser.    The  importer  must  send  to  the  Collector 

TREASURY  DEPARTMENT. 

Customs  Cat.  No.  7547. 

AST.  586,  C.R.  1915. 

C.  ».,  May  14-17. 

IMPORTER'S  NOTICE  TO  COLLECTOR  CLAIMING  REAPPRAISEMENT. 


S&uitcd  states  (Customs  j?crrrice, 

Collection  District  No.  .ID... 


gort  of  — gaw  -Y-Orfc -    r 

Invoice  JVo. r. .... 

June  3^-1922 ,  19 

Entry  No.  _.2D.Q548 

Sir: 

As  _ ya..  consider  the  appraisement  made  by  the  United  States  Appraiser  too 
high  on All..i.-tams...an.-.ln?D.ic.e. 


imported  by ■ R8 in  the 

.s/s_Mojini_Clajr from ..  .Hamurg^Gejnftany 

have  to  request  that  the  same  may  be  reappraised,  pursuant  to  the  law,  with 


as  little  delay  as  j/our  convenience  will  permit. 
Respectfully, 

JSew.  .York-HamlTurg  leading  Corpor  at  ion 

Importers  Address „3l.3Zi1iEf)~$bTf)9^.MV*i.2L.<ZT)S...<i\.Xy... 


To 


.-Son,.,  Q^a.-ff^Aiarldgg.. 


Collector  of  Customs.  %-eao 

Fig.  21. — Appeal  to  Reappraisement 

of  Customs  formal  notice  of  appeal  to  re-reappraisement  within 
five  calendar  days  of  the  date  of  reappraisement.  No  deposit 
is  required.  The  Collector  must  notify  the  importer  of  his 
intention  to  appeal  for  re-reappraisement  within  ten  calendar 
days  from  the  date  of  reappraisement.  The  appeal  to  re-re- 
appraisement is  heard  by  a  board  of  three  General  Appraisers. 
The  Collector  of  Customs  is  represented  by  the  United  States 
Assistant  Attorney  General  in  charge  of  customs  appeals.    The 
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importer  may  choose  an  attorney  to  represent  him.  The  hear- 
ing is  conducted  in  the  nature  of  a  trial.  Evidence  is  pre- 
sented and  witnesses  examined,  and  the  decision  of  the  Board 
of  General  Appraisers  is  final.  Appeals  to  the  United  States 
Customs  Court  are  allowed  only  when  there  is  a  disagreement  as 
to  the  construction  of  the  law  of  classification  of  the  merchan- 
dise under  the  tariff  schedule.  Such  cases  are  heard  by  the 
United  States  Court  of  Customs  Appeals,  which  consists  of  a 
presiding  judge  and  four  associate  judges,  all  appointed  by 
the  President.  If  the  case  involves  the  construction  of  the 
constitution,  a  further  review  by  the  Supreme  Court  is  per- 
mitted. 

Dutiable  Value. — The  appraised  value,  reappraised  value, 
or  re-reappraised  value,  as  the  case  may  be,  constitutes  the 
dutiable  value  of  the  merchandise  upon  which  the  duty  is 
assessed  and  collected  by  the  Customs  Department. 

LIQUIDATION 

Liquidation  of  the  Entry. — If  the  importer  is  satisfied  with 
the  appraisal  or  after  the  dutiable  value  has  been  finally  estab- 
lished by  appeals  from  appraisement,  the  Collector  of  Customs 
liquidates  the  entry.  The  act  of  liquidation  consists  of  col- 
lecting the  actual  amount  of  duty  charged  against  a  ship- 
ment based  upon  the  dutiable  value  and  the  exact  quantity 
of  the  merchandise.  The  appraiser  submits  his  advisory  report 
on  the  invoice  to  the  Collector  of  Customs,  stating  the  classi- 
fication of  the  merchandise  under  the  tariff  schedule,  the 
quantity  imported,  and  the  appraised  value. 

Increased  Duties. — If  the  Collector  of  Customs  finds  that 
the  actual  amount  of  duties  owed  the  Government  upon  final 
liquidation  exceeds  the  estimated  duties  paid  at  the  time  of 
entry,  he  sends  a  formal  statement  to  the  importer  of  the 
amount  owing.  This  sum  must  be  paid  by  the  importer  within 
ten  days. 

Duties  Refunded. — If  on  the  other  hand  the  amount  ascer- 
tained on  final  liquidation  is  less  than  the  amount  paid  by  the 
importer  at  the  time  of  entry,  the  Collector  of  Customs  sends 
the  importer  a  statement  showing  the  amount  to  be  refunded. 
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The  importer  presents  this  notice  of  refund  to  the  disbursing 
officer  of  the  Customs  Department,  who  makes  payment  of  the 
amount  due. 

Protest. — If  the  importer  is  dissatisfied  with  the  rate  and 
amount  of  duties  as  liquidated  by  the  Collector  of  Customs, 
he  is  permitted  to  file  a  protest.     This  must  be  sent  to  the 


TCIEASDBY  DEPARTMENT. 

Customs  Form  0269. 

C.  D.,  Ftb.  Il-ll. 


NOTICE  OF  REFUND. 


UNITED  STATES  CUSTOMS  SERVICE. 
Collection  District  No.  _10 —  Port  JSS-ISSMl 


.,     Jane  2.192Z>10Z 


There  is  an  apparent  balance  of  $  26..  OQ to  be  refunded  by  the  United  States  on  account  of 


"tttf 


Protest  or  appeal  f«fl 


as  per  particulars  noted  below. 


Present  this  notice  to  Disbursing  Department  at  Customhouse  and  check  in  payment  thereof  will  be  delivered 
or  mailed  in  due  course  of  business. 

Dale  of  dcpotlL 

Entry  No. 

Payment  No. 

P;ouil  or  Appeal 

Amount. 

NOTATIONS.-  Imparler,  tie. 

Jaa*J5*1928 

67462?  . 

26100 

S              .« 

: r-  _ 

_ 

To  ... Barnard. Judae...&  Co. 


(Signed) 


51  teldffe  St..  Hew  York  Olty ,  """* *™ 

Fig.  22.— Notice  of  Refund  of  Excess  Duty  Paid  at  Time  of  Entry 

Collector  of  Customs  in  writing  within  thirty  days  after  the 
entry  has  been  liquidated.  The  importer  must  deposit  with 
the  Collector  of  Customs  a  fee  of  $1.00  with  each  protest. 
There  is  no  hard  and  fast  rule  as  to  the  specific  form  of  the 
protest.  It  must  be  in  writing  and  addressed  to  the  Collector 
of  Customs  at  the  port  where  the  entry  has  been  liquidated. 
It  must  be  a  claim  for  a  lower  rate  of  duty  and  must  include  a 
complete  statement  of  the  reasons  for  the  objections  to  the 
assessment.  The  importer  must  also  state  what  is  in  his  opin- 
ion the  correct  paragraph  of  the  tariff  under  which  the  duty 
should  be  assessed. 
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If  the  Collector  of  Customs  concludes  that  the  claim  of  the 
importer  is  valid  he  may  with  the  consent  of  the  naval  officer 
at  the  port  of  entry  reliquidate  the  entry  and  assess  duties  at 
the  rate  in  the  substituted  paragraph.  If  the  naval  officer 
does  not  concur  with  the  Collector  of  Customs  or  if  the  Col- 
lector disagrees  with  the  statements  of  the  protest,  the  case  is 
sent  to  the  Board  of  General  Appraisers  for  review.  A  copy 
of  the  protest  accompanies  a  statement  of  the  Collector  which 
presents  his  side  of  the  case.  The  report  of  the  appraiser  and 
a  sample  of  the  merchandise  are  sent  with  the  documents. 

If  either  the  importer  or  the  Collector  of  Customs  is  dis- 
satisfied with  the  decision  of  the  Board  of  General  Appraisers, 
an  appeal  may  be  made  to  the  Court  of  Customs  Appeals.  The 
Collector  must  file  such  an  appeal  within  thirty  days  from  the 
date  a  decision  is  handed  down  by  the  Board  of  General  Ap- 
praisers. The  importer  is  allowed  sixty  days  within  which  to 
file  his  appeal.  The  decision  of  the  Court  of  Customs  Appeals 
is  final  unless  questions  arise  involving  the  constitutionality 
of  the  decision.  In  such  cases  an  appeal  may  be  made  for  a 
review  by  the  Supreme  Court  of  the  United  States. 

If  the  Collector  of  Customs  is  sustained,  no  refund  is  made 
of  duties  which  have  been  paid  or  of  the  protest  fee  of  $1.00. 
If  reliquidation  is  ordered,  the  Collector  of  Customs  refunds 
excess  duties  which  have  been  paid  together  with  the  deposit. 
Manifest  Clerical  Errors. — The  tariff  of  1913  provides  that 
manifest  clerical  errors  on  the  entry  or  liquidation  may  be 
corrected  within  one  year  after  the  entry.  Either  the  Collector 
of  Customs  or  the  importer  may  take  the  initiative  in  applying 
for  reliquidation.  If  the  appeal  for  reliquidation  is  sustained, 
duties  are  assessed  under  the  corrected  entry.  The  law  pro- 
vides that  the  error  be  manifest.  A  manifest  clerical  error 
has  been  defined  as  one  which  is  obvious  on  the  face  of  the 
papers  comprising  the  entry.  This  definition  in  itself  does  not 
establish  clearly  the  type  of  error  which  the  Customs  Depart- 
ment or  the  Courts  would  admit.  The  importer  can  be  guided 
only  by  decisions  in  previous  cases  and  must  draw  his  con- 
clusions from  these  as  to  whether  or  not  his  particular  entry 
contains  a  manifest  clerical  error. 
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RELIEF  FROM  DUTIES 

Merchandise  Arriving  in  Damaged  Condition. — When  a 
shipment  arrives  from  abroad  it  is  customary  for  the  importer 
to  examine  the  merchandise  on  dock  before  warehousing  the 
goods  or  making  delivery  to  his  customers.  Merchandise  fre- 
quently arrives  in  a  damaged  condition.  If  it  is  impossible 
to  ascertain  full  particulars  of  the  loss  while  the  goods  are 
still  on  dock  the  Collector  of  Customs  orders  their  delivery  to 
a  warehouse  and  the  goods  are  stored  under  Government  super- 
vision at  the  expense  and  risk  of  the  consignee.  There  are 
two  courses  of  action  open  to  the  importer  as  to  the  disposition 
of  damaged  merchandise.  In  the  first  place,  the  importer  may 
take  possession  of  the  goods  and  dispose  of  them  to  his  cus- 
tomers. If  an  importer  elects  this  course  of  action  he  must 
pay  the  full  rate  of  duty  on  the  damaged  portion  as  well  as 
on  the  sound  portion  of  the  shipment.  No  reduction  in  the 
amount  of  duties  assessed  is  made  for  damaged  shipments.  If, 
however,  the  importer  decides  that  his  merchandise  has  no 
marketable  value,  he  may  abandon  to  the  Collector  of  Customs 
those  packages  which  have  been  damaged.  He  is  thereby  re- 
lieved from  the  payment  of  duty  on  the  quantity  so  abandoned. 
The  portion  of  the  shipment  which  the  importer  abandons  must 
be  at  least  10  per  cent  of  the  total  value  or  quantity  stated  in 
the  entry.  Notice  of  abandonment  must  be  sent  to  the  Col- 
lector of  Customs  in  writing  within  ten  days  from  the  date 
of  the  entry. 

The  Collector  of  Customs  disposes  of  abandoned  mer- 
chandise in  one  of  two  ways.  He  can  sell  the  material  for  the 
account  of  the  Government.  The  proceeds  of  the  sale  are  de- 
posited writh  the  Secretary  of  the  Treasury  after  all  expenses 
incurred  in  connection  with  the  sale  have  been  paid.  If  the 
merchandise  is  entirely  without  value  or  if  it  is  evident  that  the 
expenses  arising  in  connection  with  the  sale  would  exceed  the 
proceeds,  the  Collector  must  immediately  destroy  the  mer- 
chandise which  has  been  abandoned. 

Partial  Loss  or  Damage  in  Transit. — The  law  provides  that 
the  Secretary  of  the  Treasury  may  refund  or  reduce  duties  on 
merchandise  which  is  damaged  or  destroyed  while  in  the  cus- 
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tody  of  the  Customs  Department.  Such  merchandise  must  be 
in  a  bonded  warehouse,  in  the  appraisers'  stores  or  in  trans- 
portation in  bond  from  one  port  of  entry  to  another.  The 
importer  files  an  application  with  the  Collector  of  Customs  at 
the  port  where  the  merchandise  is  damaged.  If  the  damage 
occurs  while  the  merchandise  is  being  transported  in  bond, 
such  application  is  filed  with  the  Collector  of  Customs  at  the 
port  at  which  the  damaged  shipment  arrives.  The  application 
for  the  reduction  or  refund  of  duties  includes  a  statement  of 
the  amount  of  duties  originally  paid  and  the  quantity  or  value 
of  the  damaged  merchandise.  The  application  is  forwarded  to 
the  appraiser  for  verification.  The  statement  of  the  importer 
and  appraiser  together  with  a  copy  of  the  original  entry  is 
forwarded  to  the  Treasury  Department  in  Washington  for  final 
action. 

Shortage  Allowance. — Frequently  a  few  packages  out  of  a 
shipment  are  lost.  If  an  importer  pays  estimated  duties  on 
a  shipment  of  1,000  bags  of  pepper  he  can  secure  a  refund  from 
the  Government  for  the  amount  of  duty  on  the  number  of 
packages  which  were  lost.  It  frequently  happens  that  out  of 
a  large  shipment  the  importer  will  find  that  two  or  three  pack- 
ages are  missing  when  he  comes  to  take  delivery  of  his  mer- 
chandise. An  application  must  be  filed  with  the  Collector  of 
Customs.  This  is  verified  by  the  customs  inspector  in  charge 
of  the  dock  at  which  the  steamer  unloads. 

Drawback. — Many  manufacturers  import  some  of  their 
raw  materials.  Duty  is  paid  at  the  time  of  entry.  Subse- 
quently the  manufacturer  exports  part  of  his  products  which 
contain  the  raw  materials  which  have  been  imported.  Upon 
application  to  the  Secretary  of  the  Treasury  the  manufacturer 
can  secure  a  refund  of  99  per  cent  of  the  duty  paid  on  the  raw 
materials  which  have  been  used  to  produce  the  finished  article. 
This  is  known  as  "drawback." 

When  applying  for  a  drawback  the  manufacturer  must 
send  to  the  Secretary  of  the  Treasury  a  statement  containing 
the  process  of  manufacturing,  the  location  of  his  factory  and 
the  method  of  operation.  This  information  must  be  sent  be- 
fore any  specific  export  sale  is  made.  After  the  material  has 
been  manufactured,  notice  of  intent  to  forward  the  goods  abroad 
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is  sent  to  the  Treasury  Department.  At  that  time  the  manu- 
facturer submits  manufacturing  records  showing  the  quantity 
of  imported  material  used  in  the  goods  to  be  exported.  A 
copy  of  the  import  entry  accompanies  this  statement.  If  the 
manufacturer  purchased  his  raw  materials  in  the  domestic  mar- 
ket he  must  secure  from  the  original  importer  a  certificate  of 
delivery  certifying  that  the  raw  materials  were  imported  and 
that  duty  has  been  paid. 

A  landing  certificate  must  be  secured  on  all  export  ship- 
ments which  are  subject  to  a  claim  for  drawback.  "When  the 
manufacturer  receives  the  landing  certificate  he  forwards  it  to 
the  Secretary  of  the  Treasury,  with  a  formal  application  for 
drawback.  The  application  for  drawback  is  liquidated  by  the 
Collector  of  Customs  at  the  port  of  exportation.  Notice  of 
refund  is  sent  by  the  Collector  of  Customs  to  the  manufacturer, 
who  secures  payment  from  the  Government  upon  presentation 
to  one  of  the  disbursing  officers  of  the  Customs  Department. 
Such  officials  are  located  at  the  principal  ports  of  entry. 

MARKING   OF   IMPORTED   MERCHANDISE 

The  tariff  act  of  1913  includes  clauses  providing  for  the 
marking  of  imported  merchandise. 

"That  all  articles  of  foreign  manufacture  or  production,  which  are 
capable  of  being  marked,  stamped,  branded,  or  labeled,  without  injury, 
shall  be  marked,  stamped,  branded  or  labeled  in  legible  English  words, 
in  a  conspicuous  place  that  shall  not  be  covered  or  obscured  by  any 
subsequent  attachments  or  arrangements,  so  as  to  indicate  the  country 
of  origin.  Said  marking,  stamping,  branding,  or  labeling  shall  be  as 
nearly  indelible  and  permanent  as  the  nature  of  the  article  will  permit. 

"All  packages  containing  imported  ai'ticles  shall  be  marked, 
stamped,  branded,  or  labeled  so  as  to  indicate  legibly  and  plainly,  in 
English  words,  the  country  of  origin  and  the  quantity  of  their  contents, 
and  until  marked  in  accordance  with  the  directions  prescribed  in  this 
section  no  ai'ticles  or  packages  shall  be  delivered  to  the  importer. 

"Should  any  article  or  package  of  imported  merchandise  be  marked, 
stamped,  branded,  or  labeled  so  as  not  accurately  to  indicate  the  quan- 
tity, number,  or  measurement  actually  contained  in  such  article  or  pack- 
age, no  delivery  of  the  same  shall  be  made  to  the  importer  until  the 
mark,  stamp,  brand,  or  label,  as  the  case  may  be,  shall  be  changed  so 
as  to  conform  to  the  facts  of  the  case." 
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EXPORT  DECLARATIONS 

"Whenever  merchandise  is  shipped  beyond  the  borders  of 
the  United  States  the  exporter  must  file  with  the  Collector  of 
Customs  at  the  port  of  entry  a  document  known  as  the  "export 
declaration"  or  "customs  clearance."  From  this  document  the 
Government  obtains  the  data  necessary  for  the  compilation  of 
statistics  about  the  foreign  trade  of  the  United  States.  The 
export  declaration  includes  all  of  the  particulars  of  the  ship- 
ment; the  marks  and  numbers  on  the  packages,  the  number  of 
packages,  the  type  of  merchandise  for  classification,  the  quan- 
tity and  the  value,  the  name  of  the  exporter,  the  port  of  ex- 
portation and  the  port  of  destination,  and  the  name  of  the 
steamer  carrying  the  goods.  The  declaration  is  made  in  dupli- 
cate and  must  be  signed  by  a  member  of  a  firm  or  an  officer 
of  a  corporation.  Exporters  are  permitted  to  lodge  with  the 
Collector  of  Customs  a  power  of  attorney  which  will  permit  a 
clerk  to  sign  the  export  declaration.  The  original  is  sworn  to 
before  a  notary  public  and  is  filed  with  the  collector  of  cus- 
toms. The  duplicate  is  verified  by  an  official  of  the  customs 
department  and  is  sent  to  the  steamship  company.  Some 
steamship  companies  insist  that  the  export  declaration  be  filed 
before  they  will  issue  a  shipping  permit.  They  do  this  because 
the  duplicate  copy  of  the  export  declaration  mast  be  attached 
to  the  steamer's  manifest  which  is  filed  with  the  Collector  of 
Customs  before  clearance  papers  for  the  steamer  are  issued. 
Other  steamship  companies  allow  exporters  to  supply  them 
with  the  declaration  at  any  time  up  to  two  days  prior  to  the 
sailing  of  the  vessel. 

CUSTOMS  HOUSE   BROKERS 

The  routine  work  involved  in  making  the  customs  entries 
and  a  thorough  knowledge  of  the  laws  of  customs  procedure 
demand  the  attention  of  an  expert.  Few  importers  employ  as 
a  member  of  their  traffic  departments  a  clerk  to  attend  solely  to 
customs  house  work.  Instead,  they  use  the  services  of  a  cus- 
toms house  broker.  The  customs  house  broker  is  licensed  to 
comply  with  the  laws  of  the  United  States.  He  is  given  a 
power  of  attorney  by  the  importer  to  endorse  bills  of  lading 
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and  file  entries.  The  economies  which  are  secured  through  the 
use  of  the  customs  house  broker  are  many.  It  is  just  as  easy 
to  file  twenty  entries  as  to  file  one.  The  broker  is  therefore 
able  to  act  as  agent  for  many  importers  and  the  expense  of 
maintaining  his  organization  is  therefore  comparatively  small 
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UNITED  STATES  CUSTOMS  SERVICE 
C3*  Read  carefully  the  instructions  on  back  to  avoid  delay  at  shipping  point 

SHIPPER'S  EXPORT  DECLARATION 
OF  SHIPMENTS  TO  FOREICN  COUNTRIES  OR  NONCONTIGUOUS  TERRITORIES  OEM  U.  S. 


Goods  shipped  Ky    Iron  &  g^eel  Export  Corporation 

(  Same  of  act  ial  shipper.) 

Address  .33...Bro.adway New  York He.  York    Emm   ■■Birmlnghajn»  Ala> 

(Street.)  (City.)  (Slate.)  (Place  of  original  sulpmeot.) 

S/S  WESTERN  CROSS       American 


Via Pggn»__R'R 

From. 


(City.) 

For  Shipment  on  the 


?5.?_X5?5„ To  ultimate  foreign  destination  . 

Customs  port  of  exportation  if  known,) 


Soerabaya 


Java 


Mnij  anS  numbers. 


kind  ol  pacVaces, 
bands'. 


COMMODITY, 
be  the  articles  luLly,  as  canoed  pork,  punted 
loth,  printing  presses,  apples,  etc.    General 
ch  u  meats,  dry  goods,  machinery.  Imlu,  etc., 
basonpUd 
(Sec  itulrucU&ns  00  but,  par.  8.) 


standard  erport 


e  ud  pUce  ol  thiproeaL 


Foreign  Product* 
Imported. 


I.  the  undereipned,  solemnly  and  truly  declare  that  the  above  statement  is  a  complete,  just,  and  true  account  nf  all  merchandise  ehipped  by  the  party 
named ;  on  board  the  vessel,  ear,  or  vehicle;  and  to  the  place  or  country  named  above;  and  that  the  description  and  quaulity  of  each  article  is  truly  elated 
aud  that  the  values  thereof  are  the  actual  selling  prices  or  true  market  values  at  the  time  and  place  of  shipment  for  exportation. 


Sworn  and  subscribed  to  befoi 


(Signature) ... 

(Capacity) 

(Address].™.. 


Auffiorized.  Agent 

CUerai 

33   Bro 


secretary,  agent,* 


Fig.  23. — Customs   Clearance   Filed   with   the   Collector   of   Customs   on 
all   Export   Shipments 


for  each  of  his  clients.  A  fee  of  $5.00  is  charged  for  each 
entry.  If  the  shipping  documents  are  missing  at  the  time  the 
steamer  arrives,  the  broker  arranges  to  supply  the  necessary 
bonds  for  making  entry.  Two  sureties  are  required  on  these 
bonds.  The  broker  acts  as  one  surety.  He  also  secures  the 
signature  of  a  surety  company  to  the  bond.  Most  customs 
house    brokers    have    blanket    bonds    with    a    surety    company. 
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Whenever  a  bond  is  necessary  the  importer  pays  the  broker 
the  charge  made  by  the  surety  company.  Customs  house  brok- 
ers furthermore  act  on  behalf  of  their  clients  in  filing  appli- 

INSTRUCTIONS 

Read  carefully  to  avoid  delay  at  shipping  point 

1.  Provisions  of  law. — Before  a  clearance  shrill  be  granted  for  any  vessel  bound  to  a  foreign  port,  the  owners,  shippers,  or  consignors 
of  the  car^o  of  such  vessel  shall  deliver  to  the  Collector  manifests  (or  declarations)  of  the  cargo  or  the  parts  thereof  shipped  by  them 
respectively,  ar.d  skill  verify  the  same  by  oath.  Such  manifests  (or  declarations)  shall  specify  the  kinds,  quantities,  and  values  of 
the  articles  and  the  foreign  port  or  country  of  destination.  (Sec.  4200,  Rev.  Stats.,  XJ.  S.)  If  any  vessel  bound  to  a  foreign  port  departs 
on  her  voyage  without  delivering  manifest  and  obtaining  clearance,  the  master  or  other  person  in  charge  shall  be  liable  to  a  peualty 
of  $500  for  every  such  offense.  (Sec.  4197,  Rev.  Stats.,  U.  S.)  Similar  provisions  apply  to  exportationa  by  rail,  vehicle,  or  fern-.  (Sec. 
l,actMarch3.1S93.)  V  wv  *"  '        <  *  J     \ 

2.  The  shipper  must  prepare  on  this  form  in  duplicate  an  export  declaration  for  all  merchandise  shipped  to  foreign  countries  or  to 
or  from  noncontiguous  territories  of  the  United  States,  except  for  bonded  shipments  in  transit  through  the  Lniied  States  from  one  country 
to  another.  The  original  declaration  must  be  verified  by  oath  before  a  customs  official,  notary  public,  or  other  person  authorized  to 
administer  oaths,  except  in  the  case  of  shipments  to  or  through  Canada  or  Mexico  by  car,  vehicle,  or  ferry,  or  when  value  is  less  than 
$100.  The  original  declaration  must  be  signed  in  all  cases.  If  the  declaration  is  executed  by  an  agent  for  the  shipper,  hw  authority 
must  be  in  writing  on  this  declaration  or  other  document  filed  with  the  Collector.  The  original  is  for  use  of  customs  officials  and  will 
be  treated  as  confidential. 

3.  Shipments  originating  at  the  seaboard. — In  the  case  of  shipments  originating  at  the  seaboard  or  arriving  there  from  tho  interior 
for  export,  the  export  declaration  (original  and  duplicate)  must  be  presented  to  the  Collector  of  Customs,  who  will  retain  the  original, 
certify  the  duplicate,  and  return  the  latter  to  the  shipper  Lr  presentation  to  the  steamship  or  railroad  company,  without  which  no  freight 
vill  be  received.  The  transportation  company  will  attach  tho  duplicate  to  the  outward  manifest  tiled  at  the  customhouse  when  the 
vessel  or  car  is  cleared ,  noting  thereon  any  short  shipment  or  other  discrepancy.  Clearance  will  not  be  granted  until  export  declarations 
have  been  filed  with  the  Collector. 

4.  Shipments  from  the  interior.— Tn  tho  case  of  shipments  from  the  interior  on  through  bills  of  lading,  tho  shipper  must  prepare 
the  export  declaration  in  duplicate  and  deliver  both  copies  to  the  carrier  to  accompany  waybills  to  the  port  of  exportation.  The  original 
may  be  placed  in  a  sealed  envelope.  In  the  case  of  shipments  on  local  bills  of  lading  the  declarations  may  be  handed  to  the  carrier  to 
accompany  the  goods  or  mailed  to  the  consignee  at  the  seaboard.  Upon  arrival  of  the  goods  at  the  port  of  exportation  the  carrier  must 
deliver  the  declaration  to  the  Collector  of  Customs.  To  prevent  delay  at  the  border  an  export  declaration  should  be  prepared  for  each 
carload  as  otherwise  curs  breaking  duwn  or  detached  in  transit  may  arrive  at  port  of  exit  without  declarations. 

-  manufactured  in  the  United  States  must  be  stated 

C.  Foreign  articles  exported. — The  value  of  articles  of  foreign  origin  shipped  out  of  tho  United  States  in  the  same  condition  as 
imported  must  be  staled  in  the  column  of  "Foreign  Products."  If  foreign  articles  have  undergone  any  process  of  manufacture  or  altera- 
tionin  the  United  States  they  became  United  States  products  and  must  be  reported  as  such.  Thus:  Sugar  refined  in  tho  United  States 
from  imported  raw  sugar  should  be  reported  as  a  domestic  product. 

7.  The  value  of  articles  is  the  selling  price  or  the  actual  market  value  at  the  time  and  place  of  shipment  for  exportation. 

8.  Description  of  articles  exported  must  bo  accurate  and  complete.  General  terms,  such  as  dry  goods,  groceries,  meats,  machinery, 
millinery,  etc.,  will  not  be  accepted.  The  total  quantity  and  valuo  of  each  class  of  articles  should  be  etated  in  one  item,  omitting 
details  such  fisspecific  quantities  of  different  eizes  or  kinds  of  the  same  article.  In  the  case  of  cheese  tho  declaration  must  state  whether 
filled  or  unfilled,  oleomargarine  whether  colored  or  uncolored,  butter  whether  pure,  adulterated,  or  renovated. 

9.  The  total  quantity  of  each  class  of  articles  in  a  shipment  expressed  in  the  usual  measure  of  pounds,  tons  of  2,240  pounds,  yards, 
gallons,  etc.,  must  be  suted.     Domestic  spiuts  exported  must  be  stated  in  proof  gallons  of  50  per  cent  alcoholic  strength. 

10.  The  country  of  final  destination  of  goods— that  is,  the  country  to  which  goods  are  sold— must  be  shown.  Special  care  should 
be  exercised  to  state  the  final  destination  of  goods  shipped  through  Canada  to  Europe,  and  of  goods  to  be  transshipped  in  the  United 
Kingdom,  the  Netherlands,  Germany,  and  France  en  route  to  other  countries. 

11.  Inspection  certificates. — Process  or  renovated  butter  must  be  accompanied  by  certiticate  of  purity.  Certi6cate  of  inspection 
must  be  presented  to  the  Collector  for  meat  and  meat-food  products  exported  when  required  by  the  regulations  of  the  Department  of 
Agriculture. 

12.  Export  Schedule  B  may  be  obtained  for  5  cents  from  the  Superintendent  of  Documents,  Government  Printing  Office,  Washington, 
D.  C,  or  from  the  branch  offices  of  the  Bureau  of  Foreign  and  Domestic  Commerce  located  in  the  principal  cities,  and  will  be  of  assistance 
to  exporters  in  preparing  the  declarations. 

13.  Sale  and  printing  of  blanks.— Shipper's  export  declarations  may  be  obtained  from  Collectors  of  Customs  at  the  price  of  25  cents 
per  block  of  100.  The  export  declarations  may  be  printed  by  private  parties  providing  they  conform  strictly  to  the  official  form  in  width, 
wording,  color,  and  arrangement. 

To  the  Collector:  I  hereby  authorize ■ 


address ,  to  act  as  my  agent  for  customs  purposes  in  the 

exportation  of  tho  within-described  goods.    Please  deliver  the  certified  duplicate  accordingly. 

(Signed) 

Skipper. 

Fig.  24. — Reverse   Side  of  Customs  Clearance 

cations  for  drawback,  iu  securing  a  refund  of  excess  duties, 
and  in  preparing  papers  for  appeal  from  appraisement,  pro- 
test from  liquidation  and  withdrawal  papers  for  merchandise 
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in  bonded  warehouses.  The  charge  made  by  the  customs  house 
brokers  varies  with  the  services  involved.  Most  customs  house 
brokers  maintain  a  forwarding  department  for  the  benefit  of 
their  clients  who  are  located  at  inland  points.  An  importer 
in  Chicago  frequently  instructs  his  shippers  abroad  to  consign 
his  orders  to  a  customs  house  broker  at  New  York,  Philadelphia 
or  Boston.  Shipping  documents  are  sent  to  the  customs  house 
broker.  When  the  steamer  arrives,  entry  is  made  by  the  broker, 
whose  forwarding  department  takes  possession  of  the  goods 
and  disposes  of  them  in  compliance  with  instructions  from  his 
principals. 


CHAPTER  XI 
FOREIGN  GOVERNMENT  REGULATIONS 

Most  foreign  countries  have  customs  regulations  governing 
their  imports.  The  importer  must  comply  with  the  laws  of 
customs  procedure  with  the  same  care  that  the  American  im- 
porter must  conform  to  our  laws  of  customs  procedure.  Im- 
porters who  neglect  to  make  entry  in  conformance  with  the 
tariff  regulations  subject  themselves  to  heavy  penalties  and  in 
extreme  cases  to  the  confiscation  of  the  merchandise.  The 
American  exporter  must  therefore  exercise  great  care  when 
making  the  shipment.  Bills  of  lading,  consular  invoices  and 
certificates  of  origin  must  contain  all  of  the  data  required  for 
customs  entry  at  the  port  of  destination.  A  thorough  knowl- 
edge of  foreign  tariff  schedules  is  not  necessary,  but  the  ex- 
porter must  know  the  laws  of  customs  procedure  which  govern 
imports. 

Many  nations  require  consular  invoices.  These  are  usually 
printed  in  the  language  of  the  country  to  which  the  shipment 
is  made.  Frequently,  although  not  in  all  cases,  the  informa- 
tion required  must  be  written  in  the  same  language.  The 
invoice  is  signed  by  the  exporter  or  his  duly  authorized  agent 
and  verified  by  the  Consul  of  the  country  of  destination  at  the 
port  from  which  the  shipment  is  made.  The  number  of  copies 
required  varies.  Usually  one  copy  is  stamped  by  the  consul 
and  returned  to  the  exporter.  Two,  three  or  four  are  retained 
by  the  consul.  Frequently  the  blank  forms  can  be  purchased 
at  the  consular  office.  In  some  cities,  stationers  are  authorized 
by  the  consul  to  sell  the  blank  forms  at  a  nominal  cost.  The 
fees  charged  by  the  consul  vary  from  the  fixed  fee  for  each 
invoice  that  is  certified  to  a  certain  percentage  of  the  value  of 
the  shipment.  In  some  instances,  the  consuls  require  that  one 
copy  of  the  bill  of  lading  be  filed  with  them.     It   is  of  the 
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utmost  importance  that  the  consular  invoice  contain  a  complete 
description  of  the  merchandise.  Trade  names  for  commercial 
classification,  such  as  are  used  in  the  United  States,  do  not 
suffice.  The  merchandise  must  he  listed  so  as  to  fall  in  the 
proper  classification  in  the  tariff.  When  shipping  corn-starch 
to  Spain,  the  merchandise  must  be  listed  in  the  bills  of  lading 
as  "fecula  of  maize."  The  duty  on  this  is  10  pesetas  per  100 
kilos.  If  the  term  "corn-starch"  is  used,  the  Spanish  customs 
officials  translate  it  literally  into  "Almidon"  and  a  duty  of 
30  pesetas  per  100  kilos  is  assessed  against  the  shipment.  The 
exporter  need  not  have  a  copy  of  each  foreign  tariff  in  his 
office.  These  are  on  file  with  the  consuls  or  in  the  libraries 
of  one  of  the  many  export  associations.  Unintentional  errors 
on  the  part  of  the  exporter  do  not  relieve  his  customer  from 
the  heavy  fines  which  are  assessed  on  re-classification  of  the 
merchandise.  Many  foreign  governments  offer  liberal  rewards 
for  the  detection  of  errors  in  customs  entries.  As  a  result  there 
is  little  likelihood  that  mistakes  will  pass  unnoticed. 

Many  nations  have  treaties  of  reciprocity  whereby  mer- 
chandise imported  from  one  country  is  subject  to  a  lower  rate 
of  duty  than  if  it  were  imported  from  another.  In  such  cases, 
the  exporter  must  include  with  his  shipping  papers,  a  certificate 
of  origin  stating  the  country  in  which  the  goods  were  manu- 
factured or  produced.  This  certificate  is  verified  by  the  con- 
sul. The  rate  of  duty  assessed  against  the  shipment  is  that 
which  applies  to  the  country  of  origin  even  though  the  mer- 
chandise is  actually  shipped  from  another  country.  In  some 
instances  the  consular  invoice  fulfills  the  purpose  of  the  certi- 
ficate of  origin  and  no  additional  document  is  required. 

Some  governments  are  active  in  protecting  their  manufac- 
turers against  the  "dumping"  of  imported  merchandise  at  a 
price  lower  than  the  cost  of  domestic  manufacture  of  similar 
commodities.  When  making  shipments  to  these  countries,  the 
exporter  must  supply  a  "non-dumping"  certificate.  This  con- 
tains the  selling  price  of  the  goods,  all  of  the  charges  incurred 
in  making  the  shipment  and  the  market  price  for  home  con- 
sumption in  the  country  of  origin.  If  there  is  too  great  a 
discrepancy  between  the  export  and  the  domestic  selling  price 
an  additional  duty  is  assessed  to  make  up  the  difference. 
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Fig.    25. — Documents    Required    by    Foreign    Countries    for 
Customs  Entries 

Countries  not  listed  below  do  not  require  Consular  invoices,  certificates  of 
origin  or  othei  special  documents  for  customs  entry.  Unless  otherwise  stated, 
those  countries  mentioned  require  that  documents  be  certified  at  the  port  of 
export.     These  regulations  are  subject  to  frequent  changes. 1 


Country 

To.    Of 
Copies 

Lancjiinrjc 
in    which 

Prepared 

Consul's  Fees 

Remarks 

Argentina 

3 

English     or 
Spanish    at 
the     discre- 
tion of  con- 
sul 

$2.00       per       set 
B/L. 

No  consular  invoice  re- 
quired. Certificates  of 
origin  in  triplicate  to  be 
attached  to  three  copies  of 
the  steamship  bills  of  lad- 
ing which  must  also  be 
certified   by   the   consul. 

Australia 

1 

English 

Anti-dumping  certificate 
showing  sales  price  and 
market  value  for  home  con- 
sumption and  shipping 
charges  must  be  attached 
to  invoice.  This  is  signed 
by  the  exporter  and  wit- 
nessed by  any  third  party. 
No  eertification  by  consul 
or   other  officer  required. 

Bolivia 

5-0 

Spanish 

$1.20     for     ship- 
ments valued  un- 
der    $80.       Over 
$80,    3    per    cent 
ad    valorem. 

Consular  invoice  required. 
Five  copies  for  shipments 
via  Chile.  Argentina  or 
Brazil — six  copies  via  Peru. 
Bs/L  also  to  be  certified. 
Consul  charges — 50  cents 
per  set. 

Brazil 

4 

Portuguese  or 
English 

Per    set   invoices 
$2.20. 

No  consular  invoice  re- 
quired for  shipments  less 
than  $48.88  in  value.  B/L 
is  also  certified  by  the 
consul    who   charges    $1.38. 

Bulgaria 

English 

Per    set    invoices 
$2.40. 

No     consular-    invoice     re 
quired.     Exporter  sends  two 
copies    commercial    invoice 
to     the     consul     who     pre- 
pares  certificates   of   origin 
in  duplicate. 

Canada 

1 

English 

Anti-dumping  certificate  re- 
quired, similar  in  character 
to  that  for  Australia.  Need 
not  be  witnessed  by  third 
party. 

Chile 

4 

Spanish 

On     shipments 
valued       up       to 
$200 — $5.00.     On 
shipments  valued 
at      more       than 
$200 — $1.25     for 
each       additional 
$100. 

Bills  of  lading  to  be  certi- 
fied.    Fee,   $1.25. 

Colombia 

5 

Spanish 

1     per     cent     ad 
valorem. 

Steamship  company  col- 
lects a  fee  of  40  cents  for 
eertification  of  Bs/L. 

Costa  Rica 

4 

Spanish 

No    charge. 

l  Unless  otherwise  stated,  consular  invoices  are  required. 
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Fig.   25. — Documents   Required  bt  Foreign  Countries  for 
Customs  Entries   (Continued) 


Country 


Cuba 


Dominican 
Rep. 


Ecuador 
2  France 

Greece 

•  Juatemala 

Haiti 

Honduras 

Italy 

Japan 

Jugo-Slavia 

Liberia 

Mexico 


No.  of 
Copies 


4-5 


Lanyuiuje 
in  ichich 
Prepared 


Spanish    or 
English 


English    or 
Spanish 


Spanish 


French 


English 


Spanish 


French   or 
English 

Spanish 


English 

English 
English 
English 


Spanish    or 
English 


Consul's  Fees 


Up  to  $200 
value,  $2.00.  For 
each  additional 
$100,  25  cents 

Collect  from  con- 
signee at  port  of 
customs  entry  on 
arrival. 

Up  to  $50 
value,  $1.00.  Over 
$50,  3  per  cent 
ad    valorem. 

Consular  invoice, 
$2.40.  Certificate 
of   origin,    $4.00. 


Remarks 


Five  invoices  required  for 
Havana  ;  four  for  other 
ports.  B/L  must  be  certi- 
fied— fee,   $1. 

B/L  in  quadruplicate- 
must  also  be  certified — fee 
collected  at   port  of  entry. 


$4.40. 


3     per     cent 
valorem. 

$1.00. 


ad 


2  oor  cent  of  the 
total  value  de 
clared. 

$1.00. 


$4.00. 


$2.00. 


From  24  cents 
for  values  less 
than  $25  up  to 
$3.60  for  in- 
voices from  $480 
upwards. 

3  per  cent  ad 
valorem.  Mini- 
mum charge,  50 
cents. 


Consular  invoice  required 
on     all     shipments     valued 

t  more  than  100  Francs. 
Certificate    of    origin    also 

equired  in  order  to  secure 
benefit  of  minimum  rate  of 
duty. 

Consular  invoice  required 
only  on  shipments  of  re- 
turned goods.  Certificate 
of  origin  on  all  shipments. 
Charge,    $4.40. 

Extra  for  certification  set 
of  B/L,  $1.00. 

B/L  must  also  be  certified; 
no  charge. 

Comm.  Invoices  must  also 
be  certified — $1.00.  Certi- 
fication  of   B/L,    $1.00. 

No  Consular  invoice.  Cer- 
tificate of  origin  not  nec- 
essary but  frequently  is  ad- 
visable in  order  to  secure 
low   customs   duties. 

Certificate  of  origin  only, 
applying  to  limited  number 
of    commodities. 

No     consular     invoice     re- 
quired.     Certificate   of  ori- 
n   necessary. 

Commercial  invoice  must 
also  be  certified. 


Shippers  should  not  take 
out  consular  invoices  when 
goods   are   shipped   by    rail. 


2  Colonies  observe   the  regulations  of   the  mother   countries. 
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pIG    25. — Documents   Required  by   Foreign   Countries  for 
Customs   Entries    (Concluded) 


Country 


Newfoundland 

New   Zealand 

Nicaragua 

Nigeria 

Panama 

Paraguay 
Peru 


Philippine 
Islands 


2  Portugal 

Roumania 

Salvador 

Santo 
Domingo 

2  Spain 
Turkey 


Union   of 
South  Africa 


Uruguay 

Venezuela 


So.  of 

Copies 


Lanouane 
in  which 
Prepared 


English 

English 
Spanish 
English 

Spanish 

Spanish 
Spanish 

English 

Portuguese  or 
English 


Spanish 

Spanish 

Spanish    or 
English 

French 
English 


Spanish    or 
French 


Consul's  Fees 


Spanish 


Remarks 


Anti-dumping  certificate  re- 
quired, similar  to  that  for 
Australia — need  not  be  wit- 
nessed by   third  party. 

Vnti-dumping  certificate  re- 
quired similar  to  that  for 
Australia. 

Fee  for  Consular  invoice 
paid  by  consignee  at  the 
port   of   entry. 

Anti-dumping  certificate, 
similar  to  that  required  for 
Australia — must  be  veri- 
fied before  notary  public. 

Extra  charge,  $3,  for  cer- 
tifying B/L  to  be  paid  by 
consignee;  two  copies  com- 
mercial invoice  also  certi- 
fied by   consul — no  charge. 

Certificate 
quired. 

B/L  must  also  be  certified 
— no  charge. 

Affidavit  of  exporter  that 
no  drawback  will  be 
claimed. 


Certificate    of    origin    certi- 
fied by  consul. 

Certification  of  B/L,  $1.00. 


of     origin     re- 


$3.00   for   certifi 
ation    B/L. 


0/10     of     1     per 
nt  ad  valorem. 

Minimum,    $1.00. 


$2.00        certifica- 
tion B/L. 

2     per     cent     ad 
valorem. 


From  $3.30  to 
$3.70  according 
to  number  of 
lines  of  items  in 
invoice. 


per     cent     ad 
valorem. 

Charges  collected 
of  consignee. 

About  60  cents.     Certificate  of  origin,  apply- 
ing only  to  a  few  articles. 

$2.00.  Certificate   of   origin    only  ; 

not  always  required. 

Anti-dumping  certificate 
similar  to  that  for  Aus- 
tralia. Need  not  be  wit- 
nessed. 

$1.25  certifica-  No  consular  invoice  re- 
tion  of  bill  of  quired.  Bs/L  must  also 
lading.  be  certified — fee,   63  cents. 

1  per  cent  ad| 
valorem  collected 
from    consignee. 


2  Colonies  observe  the  regulations  of  the  mother  countries. 

In  some  instances  blank  forms  of  consular  invoices  and  certificates  of 
origin  are  obtained  without  charge  from  the  consul.  In  other  cases,  the  blank 
forms  are  purchased  at  a  moderate  charsre  from  either  the  consul  or  a  stationer. 

The  author  is  indebted  to  "Practical  Exporting,"  by  B.  Olney  Hough,  for 
the  form  used  above. 
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BRAZILIAN  CUSTOMS   REGULATIONS  i 

On  all  shipments  to  Brazil  whose  commercial  value  in  the 
country  of  origin  is  more  than  ten  pounds  sterling  or  its  equiva- 
lent in  a  foreign  currency,  a  consular  invoice  is  required. 
Parcel  post  shipments  are  exempted  from  this  ruling.  Each 
bill  of  lading  must  be  accompanied  by  a  consular  invoice.  Four 
copies  of  the  invoice  must  be  sent  to  the  consul.  One  copy 
must  be  written  in  indelible  ink  either  by  hand  or  on  a  type- 
writer. This  is  verified  by  the  Consul,  who  affixes  the  consular 
stamp  thereto  and  states  on  the  face  of  the  invoice  the  amount 
of  the  fee  paid  by  the  exporter.  The  other  copies  must  be 
legible  and  may  be  carbon  copies.  The  Consul  retains  one  copy 
for  his  files.  The  third  copy  is  sent  to  the  commercial  statisti- 
cal department  at  Rio  de  Janeiro.  The  fourth  copy  is  for- 
warded directly  to  the  Customs  House  at  the  port  of  destina- 
tion. Copies  of  the  invoice  forms  printed  in  Portuguese  can 
be  secured  without  charge  from  the  consul.  Exporters  are  per- 
mitted to  use  forms  printed  in  English  but  the  consignee  must 
supply  the  customs  officials  with  a  translation  made  by  a  public 
stenographer.  The  fee  charged  is  Rs.  4$000,  which  is  equiv- 
alent to  approximately  $2.20  U.  S.  currency.  A  separate 
invoice  is  required  for  shipments  bearing  different  marks  and 
going  forward  on  different  steamers.  One  invoice  is  sufficient 
for  more  than  one  shipment  on  the  steamer  if  the  packages  bear 
the  same  marks.  In  filling  in  the  invoice  the  exporter  must 
be  careful  to  classify  the  merchandise  properly.  On  the  face 
of  each  invoice  is  a  declaration  of  the  exporter  which  must  be 
signed  by  him  or  his  duly  authorized  agent.  This  is  in  the 
form  of  an  affidavit  certifying  that  the  information  given  is 
correct  and  complete.  The  statement  includes  the  name  and 
address  of  the  consignee.  Spaces  are  provided  for  the  name, 
nationality  and  type  of  the  vessel  carrying  the  shipment.  The 
ports  of  shipment  and  destination  must  be  given.     If  entry  is 

1  The  customs  regulations  of  Brazil,  Cuba,  Venezuela,  Canada,  etc.,  are 
set  forth  in  detail.  Space  does  not  permit  the  inclusion  of  a  complete  de- 
scription of  the  laws  of  customs  procedure  of  all  foreign  countries.  The 
examples  in  this  chapter  serve  to  illustrate  the  type  of  information  re- 
quired by  the  exporter  when  making  a  shipment. 
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to  be  made  at  a  port  other  than  that  at  which  the  steamer 
unloads,  the  name  of  the  port  of  unloading  and  the  port  of 
ultimate  destination  must  be  given.  The  total  value  of  the 
shipment,  including  freight  and  approximate  shipping  expense 
such  as  cartage,  insurance,  etc.,  must  be  stated.  The  expenses, 
including  freight,  are  then  given  separately. 

On  the  reverse  side  of  the  invoice,  columns  are  provided 
for  a  detailed  description  of  the  shipment.  The  marks  and 
numbers  on  the  packages  are  listed.  These  must  conform  in 
every  detail  with  the  marks  and  numbers  on  the  packages 
themselves  and  as  listed  in  the  bills  of  lading.  The  number  and 
kind  of  packages  are  stated;  i.e.,  boxes,  barrels,  cases,  etc.  In 
describing  the  merchandise  the  exporter  must  be  careful  to 
classify  the  goods  in  conformance  with  the  tariff  schedule. 
The  terms  cotton  goods,  chemicals  or  metals  would  not  suffice. 
Instead,  the  description  should  read:  unbleached  cotton  goods, 
white  cotton  goods,  dyed  cotton  goods,  caustic  soda,  soda  ash, 
bichromate  of  soda,  galvanized  iron  sheets,  brass  sheets,  copper 
sheets,  etc. 

In  the  column  "gross  weight  of  packages"  the  exporter  states 
the  total  weight  of  the  shipment.  In  the  column  "gross  weight 
of  goods"  is  entered  the  weight  of  the  merchandise  including 
interior  wrappings  such  as  cardboard,  tins,  boxes,  etc.  In  the 
column,  "net  weight"  is  stated  the  weight  of  the  merchandise 
without  any  boxes  or  wrapping.  Merchandise  dutiable  on  a 
weight  basis  is  assessed  on  one  of  these  three  weights.  If  the 
exporter  knows  the  classification  of  the  tariff  which  will  be 
applied  to  his  shipment  he  may  omit  the  other  two  weights. 
A  column  is  also  provided  for  the  value  of  each  article  invoiced, 
including  the  freight  and  other  shipping  charges. 

As  Brazil  enjoys  reciprocal  treaties  with  other  nations, 
columns  are  provided  for  the  name  of  the  country  of  origin 
and  the  name  of  the  country  from  which  the  shipment  is  made. 

A  column  is  also  provided  for  merchandise  subject  to  duties 
by  units  other  than  that  of  weight,  such  as  the  dozen,  the 
hundred,  the  thousand,  the  cubic  meter,  the  square  meter,  etc. 
Articles  such  as  watches,  brushes,  gloves,  etc.,  are  dutiable  by 
the  unit,  by  the  dozen,  dozen  pairs,  etc.  Marble  tiles,  pine 
boards,  etc.,  pay  duty  by  measurement. 
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Via  FACTURA  CONSULAR  BRAZILEIRA  (BRAZILIAN  CONSULAR  INVOICE) 


Consular  (Serai  em  Wova  l£ork 

DECLARACAO      (DECLARATION) 

Dedaramos  solemntmente  que  somos  exportadores  ou  carregadores 
We  solemnly        declare        thai        we        are       the        extorters        or        stoppers 

das  ntercadonas  mencionadas  nesta   factura   contidas  nos 100  .-...volumes 

of      the      merchandise      specified       in       this    invoice,      contained    ,n    the  packages 

indicados,      a      qual     i     exacta     e      verdadeira      a      todos     os     effeitos 
'"dilated.  whJ  is  in  all  respects  true  and  exact, 

sendo  estas  mereddorias  destinadas  do  port o  de PernambUOO 

this       merchandise       being      destined       to       the       port       of 

do   Brazil  e  consignadas   aos   Snrs Corrpastola ..de. ...TecldO.S   PaullBta 

Brazil         and        unsigned         to         Messrs. 

de pernambuoo 

Nova    York  Z  de      April  —d*  19  22 
Cheml cal  Export . Co . ,   I no . 

*>« c  -signed)- jfff  *  i?:rsador 

Nome  e  nacionalidade  do  navio  d  vela      - - 

Same  aCd  nationality  of  sailing  vessel 

Nome  e  nacionalidade  do  navio  d  vapor •_ ..American lit .. Washington 

Same  and  nationality  of  steamer 

Porto  de  embarque  da  mercadoria  ...8"    York  __„ 

Port  of  shipment  of  the  merchandise 

Porto  de  destino  da  mercadoria PernamtalOO 

Port  of  destination  of  the  merchandise 

Porto  de  destino  da  mercadoria _ "J °('i%%/ara 

Port  of  destination  of  the  merchandise  u'        f 

Porto  de  destino  da  mercadoria „  "''iTtralTfof  **** 

Port  of  destination  of  the  merchandise 

Valor  total  da  factura  inclusive  frete  e  despezas  approximadas  $13P0_00/10Q 

Total  value  of  the  invoice  inclusive  of  approximate  freight  and  charges 

Frete  e  despezas  approximadas  $325    00/100 ___ - 

Approximate  freight  and  shipping  charges 

Agio  da  moeda  do  paiz  de  procedendo  J°.->-°t —  - - 

ExcKange  of  the  country  whence  exported 

OB8ERVACOES    DO    CONSUL 


Pa         $2  20  VISTO.    Consulado  Geral  dos  E.  U.  do  Brasil. 

Nova   York de de  to.. 

**  Vice-Consul 

Fig.  26. — Brazilian  Consular  Invoice 
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The  importer  must  supply  the  customs  officials  with  a  veri- 
fied copy  of  the  consular  invoice  at  the  time  of  making  entry. 
If  no  consular  invoice  is  filed,  the  importer  has  his  choice  of 
paying  a  fine  amounting  to  double  the  value  of  the  merchandise 
plus  the  duty  assessed  or  of  filing  a  bond  for  the  production  of 
the  invoice  at  a  future  date.  On  a  petition  of  the  consignee,  the 
customs  official  will  accept  the  bond  and  allow  a  period  of  90 
days  for  the  production  of  the  invoice.  If  the  invoice  is  not 
filed  at  the  end  of  that  time,  an  extension  of  45  days  will  be 
allowed  upon  payment  of  a  fine  equal  to  the  duty  which  has 
been  paid.  All  fines  must  be  paid  within  48  hours  after  their 
assessment. 

If  there  is  a  discrepancy  between  the  information  given  in 
the  consular  invoice  and  the  shipment  itself,  a  fine  of  twice  the 
amount  of  the  duty  is  assessed.  If  there  is  an  error  in  the 
classification  or  in  the  quantity  of  the  merchandise,  this  fine  is 
collected  only  if  the  customs  officials  find  that  there  was  an 
intent  to  defraud  the  government.  If  there  is  a  discrepancy 
regarding  the  weight  of  the  shipment,  the  fine  is  assessed  only 
if  the  actual  weight  is  more  than  10  per  cent  greater  than  the 
invoiced  weight.  This  allows  for  any  natural  increase  from 
the  absorption  of  moisture,  etc.  If  there  is  an  error  in  the 
description  of  the  goods,  there  is  a  fine  of  from  5  to  7  per  cent 
of  the  official  value  assessed  in  addition  to  the  other  penalties. 
Half  of  the  fine  is  given  to  the  official  who  discovers  the  viola- 
tion of  the  law  and  reports  it  to  the  chief  of  the  customs  serv- 
ice. If  there  is  a  disagreement  between  the  importer  and  the 
customs  official  as  to  the  actual  value  of  the  shipment,  arbi- 
trators are  chosen  who  fix  the  dutiable  value.  If  the  arbi- 
trators find  that  the  actual  value  is  less  than  5  per  cent  greater 
than  the  declared  value,  duty  is  assessed  without  a  fine  on  the 
value  stated  in  the  invoice.  If  the  actual  value  is  more  than 
5  per  cent  and  less  than  50  per  cent  greater  than  the  declared 
value,  duty  is  assessed  without  a  fine  on  the  basis  of  the  value 
established  by  the  arbitrators.  If  the  actual  value  is  more 
than  50  per  cent  greater  than  the  declared  value,  the  importer 
must  pay  duty  on  the  basis  of  the  value  established  by  the 
arbitrators  and  must  in  addition  pay  a  fine  of  50  per  cent  of 
the  duty. 
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The  consular  invoice  must  be  verified  before  the  steamer 
arrives  at  the  port  of  destination.  Errors  in  the  invoice  can 
be  corrected  by  the  issuance  of  a  new  invoice.  This  is  allowed 
only  if  the  vessel  has  not  arrived  before  the  corrected  invoice 
is  verified  by  the  consul.  Ad  valorem  duties  are  assessed  at 
the  market  value  in  the  country  of  exportation,  plus  shipping 
charges  such  as  freight,  cartage  charges  and  any  export  duty 
assessed  in  the  country  of  origin. 

CUBAN    CUSTOMS    REGULATIONS 

Consular  invoices  are  required  on  all  shipments  to  Cuba. 
The  invoices  must  he  written  on  firm  and  on  durable  paper  in 
a  legible  manner  and  with  indelible  ink.  The  invoice  can  be 
written  in  either  English  or  Spanish.  Most  Cuban  importers 
prefer  invoices  written  in  Spanish  because  the  entry  must  be 
made  within  forty-eight  hours  after  the  arrival  of  the  steamer, 
and  the  consignee  must  present  within  that  time  a  Spanish 
translation  of  all  invoices  written  in  English.  Five  copies  of 
each  invoice  are  required  for  Havana  and  four  for  all  other 
ports.  If  typewritten,  the  original  copy  must  be  presented; 
the  duplicates,  etc.,  may  be  carbon  copies.  The  invoice  con- 
tains the  name  of  the  shipper  and  the  consignee,  the  name  of 
the  vessel,  the  marks  and  the  numbers  on  the  packages,  the 
number  and  the  type  of  the  packages,  a  description  of  the 
merchandise  specifying  the  materials  of  which  it  is  composed, 
the  gross  and  net  weights  in  kilograms,  the  price  per  unit  and 
the  total  value.  On  all  invoices  the  f.a.s.  value  should  be 
stated.  If  the  sale  has  been  made  c.i.f.  or  c.&f.  port  of  des- 
tination, the  shipping  charges  should  not  be  listed  on  the  in- 
voice. The  exporter  should  state  only  the  market  value  for 
home  consumption  at  the  time  delivery  is  made  to  the 
steamer. 

The  blank  forms  can  be  purchased  from  the  consuls  at  the 
cost  of  10  cents  per  set.  If  the  value  of  the  shipment  is  less 
than  $5.00,  no  charge  is  made  by  the  Consul  for  certification. 
If  the  value  of  the  shipment  is  from  $5.00  to  $49.99,  a  fee  of 
50  cents  is  charged ;  $50.00  to  $200.00,  the  fee  is  $2.00.  If  the 
value  of  the  shipment  is  more  than  $200.00,  the  fee  is  $2.00 
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plus  25  cents  for  each  $100.00  or  fraction  thereof,  i.e.,  on  a 
shipment  valued  at  $790.00,  the  charge  for  certification  is  $3.50. 
Cuban  customs  regulations  also  require  the  certification  of  a 
negotiable  copy  of  the  bill  of  lading.  The  exporter  must  present 
two  copies  of  each  set  of  bills  of  lading  to  the  consul.  One  of 
these  is  negotiable  and  the  other  non-negotiable.  The  consul 
visaes  the  negotiable  copy  and  retains  the  non-negotiable  copy 
for  his  files.  The  fee  for  certifying  bills  of  lading  is  $1.00  for 
each  set.     Some   consuls   accept  a  non-negotiable   copy   of  the 

New  York,^  «aX   3,    1922.         

Factura    de    Mercancias    embarcadas'  por  Amer .Alkali  Jc  Acid  Co.,a    bordo    del  VAPOR 
. Morro   Castle      Con  destino  a_i Havana __  _CUBA   y  a  la 


consignacion  rfP  Gomez,   Veranoa  y  Cia. 


S  H   C 
G  V   C 
HAVANA 


DESCRIPCION 


Thirty    (30)    barrels  Oxalic  Acia 


PESO  NETO 


13* 
per  lb. 
fas  Phi 


$1170.00 


Declaro  que  soy  e!  VENDEDOR  de  las  mercancias  relacionadas  en  la  presente 
factura  y  que  son  ciertos  los  precios  y  demas  particulares  que  en  ella  se  consignan 
y  que  las  mercancias  contenidas  en  dicha  factura  son  productos  del  suelo  O  de 
la  tndustria  de  los  Estados  Uuidos. 

signed 


of  Amer.Alkali  & 
Acid  Co., 


Fig.  28. — Cuban  Consular  Invoice 


bill  of  lading  for  certification,  but  in  such  instances  the  ex- 
porter must  write  across  the  bill  of  lading  "for  customs  house 
purposes  only."  When  making  the  entry,  the  importer  must 
file  with  the  customs  officials  both  the  non-negotiable  certified 
copy  and  a  negotiable  copy  of  the  bill  of  lading.  A  separate 
set  of  consular  invoices  and  bills  of  lading  must  be  supplied 
with  shipments  made  on  different  vessels.  If  more  than  one 
commodity  is  shipped  on  a  steamer,  one  set  of  documents  can 
include  all  of  the  articles  shipped. 

Cuba  has  a  treaty  with  the  United  States  whereby  articles 
of  American  manufacture  imported  into  Cuba  are  dutiable  at 
a   lower   rate   than    articles   manufactured    in    other    countries. 
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American  exporters  must  therefore  use  one  of  two  forms  of 
consular  invoices.  Both  contain  a  statement  that  the  exporter 
has  sold  the  merchandise  described  in  the  invoice  and  that  the 
particulars  of  the  invoice  are  correct  in  every  detail.  The  in- 
voice covering  merchandise  made  or  produced  in  the  United 
States  contains  in  addition  a  statement  that  the  article  shipped 
is  a  product  of  the  soil  or  industry  of  the  United  States. 

The  consular  invoice  must  be  presented  to  the  Consul  for 
certification  before  the  arrival  of  the  steamer  carrying  the  mer- 
chandise at  the  first  Cuban  port  at  which  it  stops.  Further- 
more, as  all  entries  must  be  made  within  forty-eight  hours  after 
the  arrival  of  the  steamer,  the  exporter  must  take  care  that  the 
documents  are  in  the  possession  of  his  customer  within  the  time 
allowed  for  making  entry. 

For  failure  to  comply  with  the  customs  regulations  the  con- 
signee is  subject  to  a  fine.  If  the  appraised  value  of  any 
merchandise  exceeds  the  declared  value,  the  importer  must  pay 
in  addition  to  the  regular  customs  duty,  a  penalty  equal  to  1 
per  cent  of  the  total  appraised  value  for  each  1  per  cent  that 
the  appraised  value  exceeds  the  declared  value.  If  the  ap- 
praised value  exceeds  the  declared  value  by  more  than  50  per 
cent,  the  declaration  is  considered  fraudulent  and  the  mer- 
chandise is  confiscated.  An  exception  is  made  in  the  case  of 
evident  clerical  error.  If  the  actual  weight  of  the  shipment 
exceeds  the  declared  weight  by  a  difference  of  from  1  to  15 
per  cent  of  the  total  weight  of  the  shipment,  an  additional 
duty  is  imposed  not  to  exceed  1  per  cent  of  the  total  duty  of 
the  merchandise  for  each  1  per  cent  of  the  difference  between 
the  declared  weight  and  the  real  weight.  The  Collector  of 
Customs  is  allowed  to  remit  this  fine  if  he  is  satisfied  that  the 
error  was  unintentional.  If  the  actual  weight  is  greater  by 
15  per  cent  than  the  declared  weight  but  does  not  exceed  50  per 
cent,  an  additional  duty  of  1  per  cent  for  each  1  per  cent  of 
the  difference  between  the  declared  weight  and  the  true  weight 
is  imposed.  If  the  difference  is  greater  than  50  per  cent,  the 
importation  is  confiscated.  A  fine  of  double  the  consular  fee 
is  assessed  if  the  invoice  and  bills  of  lading  are  certified  on  a 
date  later  than  the  arrival  of  the  steamer  at  the  first  Cuban 
port  of  entry. 
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VENEZUELAN    CUSTOMS    REGULATIONS 

The  consular  invoice  which  accompanies  all  shipments  made 
to  Venezuela  must  be  written  in  Spanish.  No  abbreviations, 
interlineations,  erasures  or  corrections  are  permitted.  If  the 
exporter  uses  ditto  marks  or  makes  any  mistakes,  his  customer 
is  subject  to  a  heavy  fine.  In  describing  merchandise,  care 
must  be  taken  to  apply  the  correct  commercial  designation  as 
listed  in  the  tariff.  If  through  an  error  by  the  exporter  an 
incorrect  classification  is  given,  the  shipment  is  confiscated  by 
the  government.  For  this  reason  the  exporter  must  exercise 
great  care  in  making  the  consular  invoice  conform  in  every 
detail  with  the  order  sent  him  by  his  customer.  The  bill  of 
lading  has  no  legal  standing  in  Venezuela.  Shipments  "to 
order"  are  not  permitted.  The  customs  authorities  will  re- 
lease the  shipment  to  any  one  whose  name  appears  on  the  con- 
sular invoice  or  who  in  the  absence  of  any  shipping  documents 
can  supply  a  commercial  invoice  showing  that  he  is  the  pur- 
chaser of  the  goods.  American  exporters  have  therefore  been 
advised  to  make  shipments  only  to  banks  or  to  importers  whose 
integrity  is  unquestioned. 

CANADIAN  CUSTOMS  REGULATIONS 

When  making  shipments  to  Canada,  the  exporter  in  the 
United  States  must  send  his  customer  a  certified  invoice  on  one 
of  the  forms  prescribed  by  the  Canadian  Government.  This 
invoice  is  signed  by  the  exporter  or  his  duly  authorized  agent. 
No  verification  by  a  government  official  is  required.  The  in- 
voice contains  full  particulars  of  the  shipment — the  name  of 
the  shipper,  the  name  of  the  customer,  the  name  of  the  carrier, 
marks  and  numbers  of  the  packages,  the  number  and  type  of 
the  packages,  the  commercial  designation  of  the  merchandise 
and  the  quantity  shipped  in  units  of  weight.  Furthermore, 
both  the  wholesale  market  value  in  the  country  of  exportation 
at  the  time  shipment  is  made  and  the  sales  price  to  the  cus- 
tomer in  Canada  are  stated.  All  shipping  charges  incurred 
in  making  the  shipment  are  also  listed  on.  the  face  of  the 
invoice.     The    primary    object    of    the    invoice    is    to    prevent 
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the  "dumping"  of  foreign  merchandise  on  the  Canadian  market 
at  a  price  lower  than  that  at  which  the  goods  are  sold  in 
country  of  exportation  for  home  consumption.     The  Canadian 


NEW  YORK,      May  3rd 


J  923 


invoice  of      Tapioca 


PURCHASED  BY Tie    S  ODtt  .IspOXt    CO  ._,. _Lld^_ 


.  of...  .  ToroalQ- 


FP.OM      JAVA  TRADING  &  PRODUCE  COMPANY 
TO  BE  SHIPPED  PER S/S    "Raleler* 


BINDOREDJO 
HVA 


PIARL 


BENDOREPJO 
KVA 


OUANT1TICS  ANO  OfSCItPT'ON  or  «OOOS 


ISO  bags  Pearl  Tap. 


26562  lb.    grcss   at  tlae  shipped 

413      •     tare 
25149     «     net    , 


40  tag*  Tap.  Seeds       7349 

110 

7239 


25  bags  Tap.    Flake     3852 

69 

TT5T 


gross 
tare  : 
net 

gross 

tare 

net     Fl. 3276. 53 


x  Charges 

SEEES         Freight   to  Vancouver       F. 341. 70 
In6urar.ee  ■     32.50 

Shipping  Expenses  ■     71.50 

8E SCORED JO  Lighterage  ■     52.27 


KVA 


Bags 
Coczlssion 


9.- 

s.  29 
7 . 666. 25 


x  The  value  shown  on  this   invoice  for  hone   consuspt 

FLAKI         shipped  is  florins   In  paper,   and  is   equivalent  to 


$4i 

per 
cwt 
cif 


$1493.46 


ion  at  time 
O  Fl. 3066.47 


gold  relatively   with  the  Canadian  Dollar  on  the   basis  of   ex 
change  florins   1.-  is   37  68£ 


m  TuiMikXX   Secretary 

ta  aa*o*ct  ssestUoocd  «c  described 

(2)    Thai  (k  s^d  im«t  a  k  »B  rapeca  on 


Java  Trading  &  Produce   Co. 


I  *a*o-rie*f  the  price  Ktnl}  paid  or  to  be  paid  for  the  said  food*,  Ik*  acta*)  oaaatfjty 

f:f       *-.  .       ■,  »  «    -f-tv  ;  ; 

4      Tnat  the  said  mratct  also  exhibits  the  fair  market  value  of  the  said  pood*  at  the  time  and  place  of  their  direct   exportation 

Canada  *rtd  a*  *hcn  sold  at  the  umt  time  and  place  in  like  qo«n(ii)  and  coodition  fc  Kxn«  eoo*umptwr 

yn  accsunt  of  any  royalt\  actualK  pavable  thereon  or  payable  thereon  when  ao4d  /or  home  conaumption 
or  on  tccou-M  of  the  exportation  thereo/  or  for  any  apeoa!  consideration  whatever  and  that  auch  lair  n 
the  wholesale  price  of  the  said  food*  at  the  said  time  and  place;  and  that  in  the  case  or*  new  or  unused  | 
no*  less  than  the  actual  cost  of  production  of  similar  apows  at  said  time  and  place,  pius  a  reaaonabie  pro6t 

(S)    That  sm>  defrreat  a-osce  of  the  goods  sotatsoaed  ks  UU  arose*  has  keen  or  «H  ke  furahhed  to  asrr  <>■*:  assd 
(6*    Tkat  oo  arnsfeeaeat  or  o-deraUPjtn  »£tctas«  the  punkjse  arte*  of  the  said  poods  has  Srea 


I  pi  :-*-.  < 


f  hi  -ay  of  t 


.  rebate,  salary,  c 


principal  markets  of  the 
when  exported, 
goods,  such  fair  market  value  »s 


•       K'-rr.  -eia* 


Dated  at  New  York, 


day  of      U±y 


1933      J 

(Signature)- 


(Slgned)_ 
Fig.   20. — Canadian   Customs  Invoice 


customs  regulations  provide  that  if  the  sales  price  to  the  im- 
porter is  less  than  the  market  value  of  the  merchandise  when 
sold  for  home  consumption,  a  special  duty  is  levied  equal  to 
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the  difference  between  the  sales  price  and  the  market  value 
for  home  consumption.  In  no  case,  however,  does  this  special 
duty  exceed  15  per  cent  ad  valorem.  No  special  duty  is  levied 
when  it  is  established  to  the  satisfaction  of  the  customs  officials 
that  similar  articles  are  not  sold  or  made  in  Canada  in  sub- 
stantial quantities  and  furthermore  when  the  market  value  in 
the  country  of  shipment  is  not  more  than  5  per  cent  greater 
than  the  sales  price  to  the  Canadian  importer.  Likewise,  no 
special  duty  is  assessed  if  the  market  value  in  the  country  of 
exportation  has  advanced  since  the  time  the  purchase  was 
made  by  the  importer. 

When  stating  the  wholesale  market  value  in  the  country 
of  shipment,  the  wholesaler  is  not  allowed  to  make  any  deduc- 
tions for  shipping  or  other  charges.  If  it  is  customary  to  allow 
a  cash  discount  this  must  be  stated  on  the  invoice  and  deducted 
from  the  wholesale  market  value.  This  discount  is  not  to 
exceed  2y2  per  cent.  The  wholesale  market  value  must  be 
stated  as  of  the  time  shipment  is  made.  It  must  also  be  given 
in  the  currency  of  the  country  of  shipment.  Because  of  the 
heavy  depreciation  of  several  foreign  currencies,  a  recent  rul- 
ing was  enacted  which  requires  the  exporter  to  state  on  the 
invoice  the  rate  of  exchange  at  the  time  shipment  is  made. 
This  must  be  certified  by  a  bank,  the  British  Consul  or  the 
Canadian  Trade  Commissioner  at  the  port  of  origin.2  The 
exporter  must  also  write  in  the  invoice  the  market  value  of 
the  goods  in  the  country  of  shipment  in  the  currency  of  this 
country  at  the  depreciated  rate  of  exchange.  Take,  for  ex- 
ample, a  shipment  of  merchandise  from  Rotterdam  to  Canada 
on  which  the  market  value  for  home  consumption  is  4,000 
florins.  On  the  date  shipment  is  made,  the  Dutch  florin  is 
worth  36.18  Canadian  cents.  The  gold  florin  is  worth  40.2 
Canadian  cents.  The  paper  florin  is,  therefore,  valued  at  90 
per  cent  of  the  gold  florin.  The  exporter  must  therefore  state 
on  the  face  of  his  invoice  that  the  wholesale  market  value  of 
his  product  based  on  the  paper  value  of  the  florin  is  3,600 
florins. 

2  On  imports  from  the  United  States  no  rate  of  exchange  must  be 
stated. 


120  EXPORTING  AXD  IMPORTING 

The  Canadian  tariff  provides  that  duty  be  assessed  at  the 
rate  of  exchange  on  the  date  shipment  is  made.  "When  duty  is 
assessed  on  a  specific  basis,  the  rate  of  exchange  affects  only 
the  amount  of  the  sales  tax  which  is  charged  on  all  imports 
into  Canada.  If  the  importer  is  a  consumer  or  retail  dealer 
a  tax  of  6  per  cent  of  the  value  of  the  shipment  is  charged. 
On  imports  made  by  wholesale  merchants  the  sales  tax  is  3% 
per  cent.  The  value  on  which  the  sales  tax  is  assessed  is 
determined  in  the  same  manner  as  for  the  ad  valorem  duty. 

On  each  invoice  is  printed  a  declaration  which  is  signed 
by  the  exporter  or  his  duly  authorized  agent.  The  declaration 
contains  a  statement  certifying  to  the  correctness  of  the  invoice 
in  every  detail.  The  declaration  certifies  that  a  correct  mar- 
ket value  for  home  consumption  has  been  given  and  that  no 
other  invoice  has  been  issued  for  the  particular  shipment. 

CERTIFICATES   OF   ORIGIN 

No  Consular  Invoice  is  required  for  shipments  made  to  the 
Argentine.  When  sending  bills  of  lading  to  the  steamship 
company  for  its  signature,  the  exporter  must  attach  to  the 
bills  of  lading  certificates  of  origin  of  the  shipment.  The 
steamship  company  forwards  the  certificates  of  origin  to  the' 
consul,  who  visaes  one  copy  and  returns  it  to  the  steamship 
company.  Two  copies  are  retained  by  the  consul.  The  steam- 
ship company  returns  the  certified  copy  to  the  exporter  with  the 
signed  bills  of  lading.  The  certificates  of  origin  are  usually 
printed  in  Spanish,  but  in  some  instances  the  consul  will  accept 
forms  printed  in  English.  The  certificates  of  origin  contain 
fuil  information  about  the  shipment.  The  names  of  the  ex- 
porter and  importer  are  stated;  the  name  of  the  steamer,  the 
name  of  its  captain,  the  flag  under  which  the  steamer  sails  and 
the  manifest  number  on  the  bills  of  lading  are  also  written  in 
the  certificate  of  origin.  A  complete  description  of  the  ship- 
ment is  given — marks  and  numbers  on  the  packages,  and  the 
number  and  type  of  the  packages,  the  commercial  designation 
of  the  merchandise  and  the  quantity  in  units  of  weight  and 
measurement.  The  country  of  origin  of  the  merchandise  must 
also  be  stated  in  the  certificate.     The  certificate  of  origin  must 
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be  signed  by  the  exporter  or  by  his  duly  authorized  agent.     The 
consul  charges  a  fee  of  $2.60  for  the  certification. 

CERTIFICAT  D'ORIGINE 

Certificate  of  Origin 

W.   S.  Edwards*.  Secretary 


Nous  soussign  s~ 

The      undersigned 


(Owner  or  Agent,  or  &c.) 


mtf}lgftii  ChenleBl  Export  corporation 


(Name  and  Address  of  Owner  or  Shipper) 


que  Its  Marchandises  ei-apris  dhignfes. 

that    the  following  mentioned  goods 


Boxes  or  Cuu 


MARQUES 
Marks 


NOMBRES 

Numbers 


POIDS 
Weight 


BRUT 
Groas 


DESCRIPTION 


345  Drums 


J  H  G 


1/345 


234600 


22770C   Caustlo  Soda 


HAVRE 


lbs. 


lbs. 


Ul chlga.n. Chemical . Export __Corp .__  _certifie  en  outre  que  la dite  C0Dipag7,,e  est  bein  6tabHe  daM 

(Name  of  Seller) 

le  pays  d'origine  de  la  marchandise  et  cette  transaction  a  Ite  effectivement  conclue  dans  ce  mime  pays. 

KEMJ.J5 . 


et  embarquees  sur  le  S.  S.~~. 

And  shipped  on                 -he  S.    S  tfame  of  Ship) 

a  u  date  du  April  22 ,  193-^^^  &  ,?/  AI J.   H.   Greln  &  Cie. 

on  the  date  of                             (date)                                   consigned  to  (Nitme  aod  address  of  consignee) 


Preti  serment  devanl  moit 
Sworn  to  before       me 


Paris,  Frame » 

sont  le  produit  des  Etais  Unis  d' '  Amerique : 

are    the    product  of  ths  United     States       of  America. 

Fail  a  New  York  le.l April    35,    1933. 

Dated  at  New  York  on  too  (date) 

(Signed) 


fS'gnanire) 


Fig.  30. — Certificate    of   Origin    for    Shipments    to    France 


On  shipments  made  to  Japan  and  France  a  certificate  of 
origin  similar  in  content  to  that  required  for  shipment  to  the 
Argentine  must  accompany  the  documents. 
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PACKING  FOR  EXPORT 


CHAPTER  XII 
GENERAL  ASPECTS 

Export  Packing  as  a  Science. — One  of  the  most  important 
problems  which  confront  merchants  engaged  in  foreign  trade 
is  that  of  packing  goods  for  export.  Shipping  conditions  in  the 
different  markets  of  the  world  vary  widely.  In  some  ports 
primitive  machinery  is  used  for  loading  and  unloading  vessels; 
in  others  modern  facilities  are  provided.  The  exporter  must 
study  thoroughly  climatic  conditions,  methods  of  transportation 
and  the  facilities  for  handling  merchandise  at  the  ports  from 
which  shipment  is  made  and  at  the  ports  of  destination.  He 
must  also  know  the  practicability  of  the  different  materials  from 
which  he  can  choose  his  shipping  package.  Barrels,  crates  and 
cases  are  made  out  of  hard  or  soft  wood ;  staves  and  boards  vary 
from  a  thickness  of  %  in.  to  a  thickness  of  y*  in.  or  even  more. 
Bags  can  be  made  out  of  cotton  or  jute  cloth  of  different  weights 
and  sizes.  Steel  barrels  or  drums  are  made  of  different  gauges 
which  determine  the  thickness  of  the  metal.  The  great  expan- 
sion of  American  export  business  in  the  past  decade  has  brought 
home  more  forcibly  than  ever  before  the  need  for  studying 
export  packing.  Many  manufacturers  who  sell  their  products 
in  all  of  the  principal  markets  of  the  world  maintain  laboratories 
where  experiments  are  conducted  for  the  selection  of  a  strong 
and  economic  container.  During  the  recent  war  the  United 
States  Government  conducted  a  similar  laboratory.  All  sup- 
plies purchased  by  the  Government  were  packed  in  compliance 
with  instructions  issued  from  the  packing  laboratory. 

Packages  Used  in  Domestic  Trade  Unsatisfactory  for  For- 
eign Trade. — Experience  has  shown  that  the  containers  used 
in  transporting  merchandise  from  one  point  to  another  within 
the  United  States  are  not  suited  to  foreign  shipping.  Second- 
hand barrels,  bags  and  cases  are  frequently  used  for  rail  trans- 
portation. A  manufacturer  of  dry  chemicals  can  use  a  second- 
hand sugar  barrel  for  shipment  to  his  domestic  customers.     An 
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exporter,  however,  should  not  ship  this  package  abroad.  All 
barrels  intended  for  foreign  shipment  should  be  iron  hooped. 
The  merchandise  is  handled  only  two  or  three  times  during  the 
course  of  the  domestic  shipment.  From  the  packing  room  in 
a  factory  the  merchandise  is  loaded  into  the  railroad  car  on  a 
hand  truck.  At  destination  the  goods  are  unloaded  from  the 
car  to  a  truck  and  then  delivered  to  the  customer.  If  the  con- 
tents of  a  package  are  lost  because  of  breakage  a  claim  is  filed 
against  the  railroad  or  the  shipper.  Railroad  hauls  are  com- 
paratively short  and  replacement  of  lost  merchandise  can  be 
secured  promptly.  Export  shipments  are  handled  much  more 
often  and  replacement  of  damaged  material  takes  much  more 
time.  Upon  unloading  an  export  shipment  from  a  railroad  car 
delivery  is  made  by  lighter  or  truck  to  the  ocean  steamer.  The 
goods  are  then  loaded  into  the  steamer,  unloaded  at  destination 
and  delivered  by  truck  to  the  customer's  warehouse  or  to  a 
railroad  car  or  other  carrier  for  further  transportation. 

Severe  Competition  in  Export  Packing. — Importers  are 
much  more  particular  about  packing  than  domestic  customers. 
Competition  in  foreign  trade  includes  not  only  several  domestic 
manufacturers  but  also  manufacturers  in  foreign  countries.  Ex- 
port packing  is  one  of  the  principal  points  about  which  compe- 
tition in  foreign  trade  centers.  English,  German,  French  and 
American  consuls  repeatedly  advise  exporters  in  their  home 
countries  to  select  their  packing  very  carefully.  Each  consul 
praises  highly  the  packing  used  by  competing  nations  and 
stresses  the  importance  of  excelling  in  packing  export  ship- 
ments. Ingenuity  in  choosing  the  container  has  frequently 
taken  away  foreign  trade  from  an  exporter  in  one  country  and 
given  it  to  a  manufacturer  in  another. 

European  exporters  were  accustomed  to  ship  hardware  to 
South  America  in  parcels  of  a  dozen  articles  which  were  wrapped 
in  strong  paper.  American  exporters  succeeded  in  getting  a 
foothold  in  the  Brazilian  hardware  trade  by  packing  their  goods 
in  cardboard  boxes  which  could  be  handled  more  easily  by  the 
retail  dealer  when  taking  the  goods  off  the  shelves  and  showing 
them  to  a  prospective  customer. 

Criticism  of  American  Packing  Methods. — Much  has  been 
said  and  written  about  the  failure  of  American  exporters  to  sup- 
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ply  satisfactory  containers.  Most  of  the  adverse  criticism  has 
been  brought  about  by  negligence  and  carelessness  on  the  part  of 
manufacturers  who  entered  the  field  of  foreign  trade  without 
studying  the  proper  methods  of  procedure.  Unfortunately,  a 
few  cases  of  inferior  packing  more  than  outweigh  the  many 
examples  of  manufacturers  whose  packing  is  superior  to  that 
of  any  foreign  competitors.  The  products  of  the  Carter's  Ink 
Company,  the  Singer  Sewing  Machine  Company  and  many  other 
American  manufacturers  are  known  throughout  the  world. 
They  use  containers  scientifically  made  and  rarely  if  ever  re- 
ceive complaints  because  of  bad  packing.  Reports  of  foreign 
consuls  contain  as  many  reports  of  bad  packing  on  the  part  of 
English,  German  and  French  exporters  as  do  the  American 
consular  reports  about  the  carelessness  of  American  exporters. 

Responsibility  of  the  Export  Commission  House. — When 
the  manufacturer  sells  his  products  direct  to  foreign  importers 
the  responsibility  of  supplying  good  packing  rests  with  him. 
Not  all  exporting  is  done  by  the  manufacturer.  Many  export- 
ers operate  as  commission  merchants  and  purchase  supplies  from 
domestic  manufacturers  and  sell  them  in  foreign  markets.  On 
such  shipments  it  is  the  duty  of  the  export  commission  house  to 
co-operate  with  the  manufacturer  in  supplying  satisfactory  con- 
tainers. The  exporter  should  instruct  the  manufacturer  as  to 
the  type  of  package  to  be  used.  The  manufacturer  should  be 
careful  to  comply  with  the  wishes  of  his  customer  and  pack  the 
merchandise  as  ordered. 

Compliance  with  the  Customer's  Instructions. — Frequently 
the  importer  asks  for  special  packing  at  the  time  of  placing  his 
order.  He  knows  more  about  the  conditions  in  his  market  than 
does  the  exporter  and  therefore  selects  the  type  of  shipping 
package.  Exporters  should  not  accept  an  order  from  a  foreign 
customer  and  then  fail  to  pack  the  goods  as  requested.  Such 
failure  not  only  constitutes  a  breach  of  contract  and  so  gives 
the  customer  the  right  to  reject  the  shipment,  but  also  shows 
a  lack  of  interest  in  the  customer's  welfare  which  militates 
against  the  development  of  the  business.  Porto  Rican  import- 
ers of  flour  are  accustomed  to  purchase  their  supplies  in  strong 
cotton  bags  containing  196  lbs.  each.  European  importers  pre- 
fer to  have  flour  packed  in  jute  bags  containing  140  lbs.  each. 
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The  smaller  bag  is  better  able  to  withstand  the  hardships  of  an 
export  voyage.  This  does  not,  however,  give  the  exporter  the 
right  to  disregard  the  wishes  of  the  importer  in  Porto  Rico  and 
ship  140  lb.  jute  bags  instead  of  196  lb.  osnaburgs.1 

Claims  Against  the  Steamship  Company  or  the  Insurance 
Company  Not  Wanted. — In  some  instances  exporters  have  been 
satisfied  if  they  have .  secured  from  the  steamship  companies 
clean  bills  of  lading  which  indicate  that  the  packages  were  de- 
livered in  perfect  condition.  The  responsibility  of  the,  exporter 
does  not  end  there.  Claims  filed  against  the  steamship  company 
for  breakage  are  frequently  disallowed.  The  clean  bill  of  lad- 
ing is  an  acknowledgment  on  the  part  of  the  steamship  company 
that  the  external  appearance  of  the  containers  indicated  that 
they  were  in  perfect  condition.  Claims  for  breakage  are  fre- 
quently refused  on  the  grounds  that  the  package  was  not  strong 
enough  to  withstand  the  natural  hardships  of  foreign  shipment. 
An  importer  in  Bombay  sent  an  order  to  a  New  York  exporter 
for  10  tons  of  aniline  salts.  For  domestic  trade  these  goods 
are  packed  in  barrels  weighing  610  lbs.  gross  and  560  lbs.  net. 
The  importer  asked  that  the  goods  be  packed  in  barrels  weigh- 
ing 230  lbs.  gross  and  200  lbs.  net.  His  instructions  were  dis- 
regarded by  the  exporter,  who  shipped  the  large  barrels  and 
secured  clean  bills  of  lading.  Upon  unloading  at  Bombay  it 
was  found  that  all  of  the  casks  had  been  broken  and  much  of  the 
contents  had  been  lost.  The  importer  refused  to  pay  the  draft 
and  insisted  upon  receiving  an  allowance  from  the  exporter. 
The  exporter  requested  his  customer  to  file  a  claim  against  the 
steamship  company  because  clean  bills  of  lading  had  been  issued 
which  were  prima  facie  evidence  that  the  goods  had  been  de- 
livered to  the  steamer  in  good  condition.  This  was  done,  but 
payment  of  the  claim  was  refused  and  the  steamship  agents 
contended  that  the  large  barrel  was  not  a  satisfactory  shipping 
package.  The  exporter  suffered  not  only  a  heavy  financial  loss 
on  this  shipment  but  also  the  loss  of  a  good  customer.  Import- 
ers do  not  wish  to  have  claims  against  insurance  underwriters 
or  carriers  thrust  upon  them  because  of  careless  packing  by  the 
exporter.     Frequently  these   claims   are  refused,   and  the   im- 

i  Osnaburgs  are  heavy  cotton  bags. 
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porter  must  then  sue  either  the  exporter,  the  insurance  under- 
writers or  the  carriers.  In  many  instances  settlement  of  claims 
takes  several  months.  The  importer  who  has  paid  for  his  mer- 
chandise suffers  because  he  has  neither  the  merchandise  which 
he  can  sell  nor  the  money  which  he  advanced. 

The  export  shipment  frequently  takes  many  weeks  to  reach 
its  destination.  On  the  shipment  of  aniline  salts  from  New 
York  to  Bombay,  replacement  of  the  lost  portion  of  the  ship- 
ment would  have  taken  three  months.  Market  conditions  may 
change  in  this  time.  Orders  are  placed  because  the  importer 
is  in  need  of  merchandise  and  can  determine  from  the  terms 
of  his  contract  just  when  he  will  receive  his  goods.  It  is  there- 
fore of  the  utmost  importance  that  the  original  shipment  arrive 
at  destination  in  good  condition. 

Cost  of  Extra  Packing. — Frequently  importers  specify 
packing  which  involves  an  additional  cost.  A  manufacturer 
of  flour  when  quoting  a  price  may  base'  his  quotation  on  the 
cost  of  single  jute  or  cotton  bags  usually  used  in  this  trade. 
When  placing  the  order  the  customer  may  ask  for  double  bags, 
which  increase  the  cost  of  the  material  about  10  cents  per  100 
lbs.  The  importer  is  usually  willing  to  pay  any  added  charge 
for  special  packing,  but  if  there  is  any  doubt  about  this  in  the 
mind  of  the  exporter  he  should  not  fill  the  order  until  a  definite 
agreement  has  been  reached. 

Suggestions  for  Better  Packing. — The  progressive  exporter 
devotes  a  great  deal  of  attention  to  investigating  market  condi- 
tions abroad  with  a  view  to  improving  his  packages.  Experi- 
ments will  frequently  show  the  superiority  of  one  type  of  con- 
tainer over  another.  The  exporter  should  not  change  the  ship- 
ping package  without  the  consent  of  his  customer.  The  im- 
porter will  undoubtedly  appreciate  suggestions  made  by  his 
supplier,  but  the  final  decision  about  the  choice  of  the  package 
rests  with  the  importer  and  not  with  the  exporter. 

Inspection  of  Shipments  on  Dock. — Exporters  who  main- 
tain offices  at  seaports  employ  dock  clerks  who  inspect  their 
shipments  at  the  time  of  delivery  to  outgoing  steamers.  Each 
package  is  subjected  to  a  careful  examination  and  the  dock 
clerk  is  instructed  to  repair  any  package  which  is  not  in  perfect 
condition  or  to  withhold  it  from  shipment.     Recently   a  New 
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York  exporter  received  an  order  from  a  customer  in  Denmark 
for  250  tons  of  caustic  soda.  The  material  was  purchased  from 
different  chemical  dealers  in  New  York.  Upon  delivery  of  the 
merchandise  to  the  steamer  it  was  found  that  75  tons  were 
packed  in  old  drums  most  of  which  were  hook-holed  and  with- 
out caps.  The  dock  clerk  rejected  this  material  and  insisted 
upon  the  substitution  of  new  drums  which  were  in  perfect  con- 
dition. Had  the  original  delivery  gone  forward  to  destination, 
the  customer  would  have  undoubtedly  incurred  a  heavy  loss 
because  of  inferior  packing.  Future  orders  of  caustic  soda 
would  have  been  sent  to  other  New  York  exporters.  The  same 
care  in  the  examination  of  merchandise  on  the  dock  should  be 
exercised  at  the  factory.  All  packages  should  be  very  carefully 
examined  at  the  time  of  loading  on  the  railroad  car.  When 
the  cases  are  packed  the  shipping  clerk  should  carefully  check 
the  number  of  pieces  placed  in  the  case  in  order  to  make  sure 
that  there  is  no  short  shipment. 

Modern  salesmanship  is  based  largely  on  the  service  which 
the  seller  can  render  his  customer.  Satisfactory  export  pack- 
ing is  one  of  the  most  important  of  these  services. 

STRONG   PACKING   NECESSARY   FOR  PRESERVING   CONTENTS 

Hardships  on  the  Export  Voyage. — In  order  to  understand 
fully  the  rough  handling  which  a  package  undergoes  from  the 
time  it  leaves  the  factoiy  until  it  arrives  at  destination  it  is 
best  to  trace  a  shipment  through  its  several  stages.  Many 
exporters  have  never  visited  a  steamship  pier  and  watched  the 
loading  or  unloading  of  a  steamer.  The  work  of  the  stevedores 
and  longshoremen  is  interesting  to  watch  and  a  merchant  en- 
gaged in  foreign  trade  should  avail  himself  of  any  possible 
opportunity  to  see  the  physical  handling  of  cargo. 

The  Railroad  Haul. — Many  factories  have  private  railroad 
sidings  and  are  able  to  deliver  their  products  direct  from  the 
packing  room  to  the  railroad  car.  The  packages  are  placed  on 
small  hand  trucks  which  are  wheeled  into  the  railroad  car  and 
then  unloaded  and  stacked.  The  railroad  car  is  from  10  to  12 
ft.  high,  so  that  the  strain  on  the  packages  on  the  floor  of  the 
car  is  not  excessive.     Factories  not  so  conveniently  located  must 
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load  their  goods  on  a  truck  and  deliver  them  to  the  railroad 
freight  station. 

Delivery  to  the  Steamship  Pier. — Upon  arrival  at  the  port 
of  export  the  merchandise  is  unloaded  from  the  railroad  car 
to  a  truck  or  lighter  which  carries  the  goods  to  the  steamship 
pier.  If  truck  delivery  is  made,  the  merchandise  is  unloaded 
from  the  truck  to  the  pier  for  subsequent  loading  on  board  the 
steamer.  When  lighter  delivery  is  possible  the  merchandise  is 
usually  hoisted  direct  from  the  lighter  into  the  hold  of  the  ves- 
sel. Longshoremen  are  usually  not  careful  in  handling  cargo. 
They  have  not  been  educated  to  care  for  merchandise  and  their 
negligence  is  increased  by  the  lack  of  consideration  shown  by 
shippers.  One  man  cannot  handle  easily  a  bag  weighing  200 
lbs.  Many  exporters  use  such  packages  in  shipping  starch  and 
flour.  In  moving  such  bags  the  longshoremen  use  case  hooks. 
They  are  not  careful  about  grasping  the  ears  of  the  bag  but 
put  the  hook  into  that  part  of  the  bag  which  can  be  most  easily 
reached.  As  a  result  the  bags  are  ripped  and  much  of  the 
contents  lost.  If  exporters  used  100  lb.  or  112  lb.  bags  there 
would  be  no  need  for  using  case  hooks  and  there  would  be  less 
damage.  Furthermore,  many  cases  are  badly  closed  and 
strapped.  Nails  and  loose  ends  of  the  metal  straps  are  left 
sticking  out  from  the  corners  or  sides.  A  longshoreman  who  once 
injures  himself  on  a  protruding  nail  is  not  likely  to  give  much 
consideration  to  the  handling  of  cargo.  He  will  drive  his  case 
hook  into  the  package  and  throw  it  around  so  as  to  minimize 
his  work  as  much  as  possible.  Exporters  should  bear  this  in 
mind  when  constructing  their  shipping  packages.  Formerly 
soda  ash  was  packed  in  bags  containing  200  lbs.  each.  Com- 
plaints arose  because  the  contents  sifted  and  injured  the  long- 
shoremen. Steamship  companies  now  insist  upon  receiving  this 
material  packed  in  hardwood  barrels  which  do  not  sift.  It  is 
only  natural  that  carelessness  and  negligence  on  the  part  of  the 
shippers  meet  with  equal  carelessness  and  negligence  on  the 
part  of  the  longshoremen.  If  exporters  were  more  con- 
siderate of  those  who  handle  the  cargo  there  would  be  less 
breakage. 

If  the  merchandise  arrives  at  the  port  of  exportation  before 
the  outgoing  steamer  is  ready  to  receive  cargo,  the  goods  must 
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be  placed  in  a  warehouse.  Such  storage  involves  additional 
handling  which  does  not  benefit  the  containers. 

Loading  Cargo  on  the  Steamer. — Merchandise  delivered  to 
a  steamship  pier  by  truck  is  stacked  on  the  dock  to  await  load- 
ing on  board  the  steamer.  If  the  vessel  carries  general  cargo, 
the  stevedores  decide  how  the  goods  are  to  be  stored  in  the 
holds.  Steel  is  usually  placed  in  the  bottom  of  a  hold  and 
merchandise  packed  in  light  cases  or  bags  stowed  on  top.  There 
are  usually  four  holds  in  a  steamer.  Two  are  in  front  of  the 
engine  room  and  two  in  back.  The  steamer  is  about  5  or  10  ft. 
away  from  the  dock.  Strong  nets  are  stretched  across  this  space 
in  order  to  catch  any  cargo  which  is  dropped  during  the  load- 
ing. The  packages  are  brought  to  the  side  of  tbe  steamer  on 
hand  trucks  and  stacked  on  a  net  about  10  or  15  ft.  square. 
At  each  corner  of  the  net  is  an  iron  ring.  When  about  a/2  a 
ton  of  cargo  is  placed  on  the  net  the  four  corners  are  gathered 
up  and  the  rings  are  all  attached  to  a  hook  which  hangs  from 
a  boom  reaching  over  the  side  of  the  steamer.  The  net  is  raised 
from  the  dock  by  a  steam  winch  which  is  operated  on  the  ves- 
sel. The  load  is  lifted  above  the  deck  of  the  steamer.  A  hook 
slung  down  from  another  boom  which  is  set  over  the  hatch 
takes  the  net  and  the  hook  from  the  first  boom  is  then  released. 
The  rope  from  the  second  boom  lowers  the  cargo  10  or  20  ft. 
below  deck  level  into  the  hold  of  the  steamer.  Experienced 
winchmen  can  manipulate  the  hoisting  and  lowering  of  cargo 
Avithout  damage  to  the  packages.  Frequently,  however,  the  net 
hits  the  side  of  the  steamer  while  being  raised  and  the  sides  of 
the  hatches  when  lowered  into  the  hold.  Sometimes  the  net 
breaks.  Furthermore,  unless  the  packages  are  well  constructed, 
those  at  the  bottom  of  the  net  are  likely  to  break  because  of 
the  strain  created  by  the  entire  load.  Steel  is  not  placed  in 
nets  for  loading  on  board  the  steamer.  Iron  chains  or  strong 
ropes  are  tied  around  the  bundle,  which  is  then  hoisted  aboard. 
Cargo  delivered  to  a  vessel  by  lighter  is  hoisted  aboard  direct 
from  the  lighter. 

The  Ocean  Voyage. — The  capacity  of  each  hold  depends  on 
the  size  of  the  freighter,  but  the  average  steamer  can  carry 
from  4,000  to  6,000  tons  of  freight.  Each  hold,  therefore, 
stows  from  1,000  to   1,500  tons   of  merchandise.     There  is   a 


PRESERVATION  OF  CONTENTS  135 

strain  on  the  packages  which  are  loaded  at  the  bottom  of  the 
hold  of  from  800  to  1,000  pounds  per  sq.  ft.  Weak  containers 
are  unable  to  withstand  this  strain  throughout  the  trip  and  as 
a  result  will  gradually  weaken  and  crack.  Also  the  vessel  rolls 
and  pitches  throughout  the  voyage  and  the  constant  shifting  of 
the  strain  is  likely  to  cause  breakage.  A  portion  of  the  cargo 
is  therefore  frequently  lost.  The  steamship  companies,  as  has 
been  stated  before,  will  not  allow  such  claims  for  breakage  if 
they  find  that  the  packages  have  not  been  constructed  to  with- 
stand such  a  strain. 

Unloading  at  Destination. — When  the  steamer  arrives  at 
the  port  of  destination  the  process  of  loading  is  reversed  and 
the  cargo  is  unloaded.  Frequently  the  steamers  anchor  in  the 
harbor  of  the  port  and  the  goods  are  unloaded  into  lighters 
which  transfer  the  merchandise  to  shore.  If  there  is  a  heavy 
sea  at  the  time  of  unloading,  the  net  crashes  against  the  sides 
of  the  vessel  and  the  packages  are  broken  or  damaged.  If  mer- 
chandise is  transshipped  from  a  larger  vessel  to  a  smaller  vessel 
for  delivery  to  the  ultimate  destination,  there  is  additional  load- 
ing and  unloading. 

Delivery  at  Destination. — At  the  principal  European  ports 
the  merchandise  is  unloaded  direct  from  the  steamer  to  piers 
and  the  merchandise  is  either  delivered  to  a  truck  or  a  railroad 
car  for  transportation  to  the  customer.  In  South  American 
countries  and  in  the  Far  East  transportation  conditions  are 
far  from  perfect.  In  a  recent  bulletin  issued  by  the  American 
Manufacturers'  Export  Association,  G.  Boza  F.  describes  trans- 
portation conditions  in  Colombia. 

"TRANSPORTATION  FACILITIES :  (By  river)  The  Magdalena 
river  being  the  principal  means  of  transportation  of  incoming  and  out- 
going merchandise,  connects  almost  every  one  of  the  important  inland 
cities  with  the  Atlantic  coast.  Its  main  branches  are  the  Lebrija  river 
flowing  from  the  Venezuelan  border  and  the  Cauca  coming  from  the 
Pacific  side. 

"RAILROADS :  There  are  in  Colombia  1,185  railroad  km.  running 
as  follows:  from  Cucuta  toward  the  Venezuelan  border,  72  km.  From 
Barranquilla  to  Port  Colombia,  28  km.  Northern  and  southern  rail- 
roads, 62  and  30  km.,  connecting  the  Departments  of  Cundinamarca 
and  Boyaca.    Sanbana  railroad,  40  km.  and  Girardot.  railroad,  132  km., 
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running  between  Bogota  and  Girardot.  Tolima  railroad,  44  km.  going 
from  Girardot  to  Ibague.  Pacific  railroad.  217  km.  between  Buena- 
ventura and  Cali.  La  Dorada  railroad.  Ill  km.,  between  tbe  river  port 
of  La  Dorada  and  Beltran,  connecting  the  high  and  low  Magdalena 
river.  Antioquia  railroad.  173  km.  from  the  liver  port  of  Berrio  to 
Medellin.  Port  Wilches  railroad,  20  km.  (still  in  construction)  to 
Buearamanga.  Cartagena  railroad.  105  km.  from  that  port  to  Calamar 
(river  port).  Amaga  railroad.  42  Ion.  through  the  Antioquia  section. 
Caldas  railroad.  15  km.  from  Port  Caldas  along  the  Cauea  river  to 
Manizales  (still  in  construction).  Furthermore,  they  contemplate 
building  a  longer  railroad  supposed  to  start  at  the  gulf  of  Lraba  in 
the  Atlantic  coast,  running  up  through  the  Departments  of  Bolivar  and 
Antioquia  toward  Medellin.  but  unfortunately  its  construction  is  still 
only  a  plan. 

"Outside  of  the  above  the  only  traveling  means  in  the  interior  of 
Colombia  is  mule  back  riding  and  freight  transportation  is  carried  on  by 
oxen,  which  is  very  slow,  primitive  and  painful.  Naturally,  under  the 
circumstances,  it  takes  from  two  to  twenty  days  and  more  to  go  from 
one  town  to  another.  Special  attention  must  be  given  to  the  freight 
aero-trolley  (in  operation  but  not  yet  finished)  between  Manizales  and 
La  Dorada  railroad  which  relieves  the  freight  congestion  somewhat  in 
the  Caldas  section.  There  are  also  a  few  small  branches  of  the  Magda- 
lena river  navigable  only  for  rowing  boats  and  canoes,  which  discom- 
forts need  not  be  pointed  out. 

"Such  are  the  principal  and  only  communication  and  transportation 
facilities  over  there.  It  is  needless  to  call  the  reader's  attention  to  these 
inefficient  means  for  such  a  large  rich  country  with  its  bright  and 
attractive  business  possibilities.  Thus  the  problem  of  transportation 
has  delayed  the  increasing  development  of  Colombia  and  prevented  civi- 
lization from  reaching  the  far  apart  regions  adjoining  Brazil,  Peru  and 
Venezuela,  immensely  rich  in  natural  products." 

The  llama  can  carry  about  100  lbs.;  the  burro  from  150  to 
200  lbs. ;  the  mule  from  200  to  250  lbs.,  and  the  camel  from  350 
to  450  lbs.  Packages  which  are  to  be  carried  by  these  animals 
from  the  port  of  destination  to  the  interior  should  be  one-half 
of  the  total  weight,  because  one  container  is  slung  on  each  side. 
"When  packages  are  to  be  carried  by  men,  the  weight  should  be 
limited  to  100  lbs.  In  the  interior  of  China  there  are  no  rail- 
roads and  merchandise  is  transported  on  small  rafts  or  steam- 
ers which  have  no  covering  and  do  not  give  great  protection. 


CHAPTER  XIII 
THEFT  AND  PILFERAGE 

Frequency. — Many  complaints  have  arisen  because  mer- 
chandise has  been  stolen  while  in  transit.  As  a  rule,  the  entire 
package  is  not  taken  by  the  thieves.  They  open  the  case  and 
take  part  of  the  contents.  The  case  is  then  filled  so  that  the 
gross  weight  will  be  the  same  a.s  at  the  time  shipped.  As  the 
steamship  companies  do  not  examine  the  contents  of  the  goods 
when  delivery  is  made  to  the  steamer,  they  frequently  refuse 
to  allow  claims  for  pilferage.  The  loss  falls  upon  the  importer 
or  the  insurance  underwriters.  Exporters  have  given  much 
attenfion  to  closing  cases  so  that  they  cannot  be  opened  with- 
out breaking  the  entire  package.  The  thieves,  however,  have 
attained  such  great  skill  that  many  packages  which  appear  to 
be  theft-proof  are  opened  and  closed  without  changing  the 
appearance  of  the  package.  Importers  of  albumen  from  China 
have  found  the  cases  filled  with  rice.  Albumen  is  worth  about 
70  cents  per  lb. ;  rice  about  6  cents  per  lb.  During  the  war 
large  quantities  of  natural  indigo  were  imported  from  Cal- 
cutta. The  indigo  wa.s  packed  in  chests  weighing  about  300 
lbs.  gross  and  250  lbs.  net.  Each  chest  was  wrapped  in  burlap. 
Indigo  at  that  time  was  sold  at  about  $6.00  per  lb.  Upon  open- 
ing the  chests  at  destination  it  was  often  found  that  half  of 
the  indigo  had  been  removed  and  replaced  by  rocks.  The  gross 
weight  of  the  chest  was  the  same  as  at  the  time  it  had  been 
shipped.  From  the  external  appearance  of  the  package  it  was 
impossible  to  tell  that  it  had  been  tampered  with  during  the 
voyage.  The  sellers  in  Calcutta  were  well-known  merchants 
and  bore  a  reputation  which  would  remove  any  suspicion  of 
their  having  failed  to  ship  the  full  amount. 

Insurance  Against  Theft  and  Pilferage. — Until  recently 
mast  open  insurance  policies  included  a  clause  protecting  the 
merchant  against  loss  arising  from  theft  and  pilferage.     These 
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losses,  however,  have  risen  to  such  great  proportions  that  many 
insurance  companies  insist  upon  the  shipper's  assuming  25  per 
cent  of  the  risk.  Because  of  their  failure  to  secure  full  in- 
surance against  theft  and  pilferage,  exporters  and  importers 
have  been  forced  to  devote  added  attention  to  securing  cases 
which  cannot  be  opened  while  in  the  custody  of  the  steamer.1 

The  Customer's  Point  of  View. — Although  the  importer 
cannot  fix  the  blame  for  theft  and  pilferage  losses  on  his  sup- 
plier, he  feels  much  the  same  about  these  losses  as  he  does  when 
packages  are  broken.  The  importer  buys  goods  because  he 
needs  them.  If  part  of  his  shipment  is  lost  he  suffers.  There- 
fore the  exporter  who  is  able  to  construct  a  shipping  package 
which  does  not  readily  lend  itself  to  pilferage  is  far  ahead  of 
competitors  who  do  not  supply  similar  containers. 

Protection  Against  Thieves. — The  ordinary  packing  cases 
can  easily  be  pried  open  at  either  end.  Most  exporters  there- 
fore strap  export  shipping  cases  with  steel  bands  or  strong 
steel  wires.  As  thin  steel  bands  and  wire  stretch  easily,  nails 
or  staples  should  be  driven  into  the  case  at  frequent  intervals 
over  the  strapping.  The  cases  are  strapped  lengthwise  as  well 
as  around  the  ends.  In  order  to  protect  bales  against  theft, 
chicken  wire  is  often  placed  around  the  entire  bale.  Further 
suggestions  about  the  technical  features  of  export  packing  are 
given  at  the  end  of  this  chapter. 

CLIMATIC   CONSIDERATIONS  AFFECTING  EXPORT   PACKING 

Weather  Conditions. — In  choosing  the  type  of  package  to 
be  used  in  export  trade  consideration  must  be  given  to  the 
weather  conditions  in  the  country  of  destination.  In  Hon- 
duras there  is  a  steady  downpour  of  rain  for  four  or  five 
months  during  the  year.  The  canvas  covering  used  to  protect 
freight  while  en  route  from  the  coast  to  the  interior  is  insuffi- 
cient. Unless  water-proof  cases  are  used  the  cargo  will  be 
damaged.  The  heavy  downfalls  of  rain  and  the  intense  heat 
produce  great  humidity  in  India.     A  cheap  quality  of  paper 

i  See  Part  IV,  page  212. 
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can  last  only  a  few  weeks.  Leather,  textiles,  tobacco  and  books 
are  often  ruined  by  mildew  or  fungus  growth.  Containers 
sealed  by  glue  frequently  open  because  the  moisture  destroys 
the  binding  strength  of  the  adhesive. 

An  importer  in  Bombay  sent  an  order  for  a  case  of  surgical 
instruments  to  an  exporter  in  Germany  and  another  order  to 
an  exporter  in  the  United  States.  The  order  was  small  and 
in  the  nature  of  a  trial.  The  American  exporter  packed  the 
instruments  in  a  wooden  case.  Paper  stuffing  was  used.  The 
German  exporter  wrapped  each  instrument  in  oiled  paper.  A 
leather  case,  lined  with  velvet,  was  used.  The  German  price 
was  much  higher  than  the  American.  When  the  merchandise 
arrived  in  Bombay  the  shipment  from  Germany  was  in  perfect 
condition.  The  instruments  imported  from  the  United  States 
were  all  rusty.  The  conclusion  is  obvious.  Further  orders 
for  surgical  instruments  were  sent  to  Germany. 

It  is  also  necessary  to  consider  the  climates  through  which 
the  ship  passes  while  en  route  from  the  port  of  origin  to  the 
port  of  destination.  Merchandise  imported  from  the  Argentine 
passes  through  the  Torrid  Zone  while  being  transported  from 
one  Temperate  Zone  to  another.  During  a  recent  voyage  a 
shipment  of  cheese  melted  and  damaged  a  valuable  shipment 
of  ostrich  feathers. 

Open  Piers  in  the  Far  East. — In  China  and  other  parts  of 
the  Far  East  there  are  no  covered  piers  such  as  those  used  in 
the  United  States  or  in  Europe.  Inland  transportation  facili- 
ties are  poor  and  merchandise  is  frequently  left  on  a  steamship 
pier  for  three  or  four  weeks  before  transshipment  to  the  in- 
terior is  effected.  Such  cargo  is  exposed  to  sun  and  rain  and 
unless  waterproof  and  heatproof  containers  are  used  the  con- 
tents will  be  damaged. 

Waterproof  Packing. — In  order  to  protect  merchandise 
against  damage  by  heat  and  rain,  cases  are  frequently  lined 
with  tar  paper,  oiled  paper  or  oilcloth.  Frequently  zinc-lined 
eases  are  selected,  but  the  great  expense  of  these  prevents  their 
extensive  use.  Steel  and  machinery  are  given  a  heavy  coating 
of  parrafin  or  a  thin  coating  of  oil  in  order  to  protect  the 
merchandise  against  rust. 
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NECESSITY   OF   NEAT   PACKING 

Exporters  must  exercise  care  in  shipping  packages  which 
present  a  neat  appearance.  This  is  of  importance  for  export- 
ers who  supply  wholesale  as  well  as  retail  trade.  Importers 
prefer  to  receive  flour  packed  in  strong,  perfect  bags  through 
which  none  of  the  contents  has  sifted  and  so  obliterated  the 
marks.  Bags  which  have  been  hook-holed  and  sewed  are  not 
satisfactory.  Second-hand  cases  which  show  heavy  wear  and 
tear  do  not  meet  with  the  approval  of  importers.  It  is  a  natural 
characteristic  of  human  nature  to  prefer  receiving  an  order 
in  a  package  which  pleases  the  eye. 

Xeat  containers  are  of  even  greater  importance  to  the  ex- 
porter who  supplies  the  retail  trade  in  foreign  countries.  If 
the  retailer  can  unpack  wooden  cases  containing  shoes  and  place 
attractive  looking  cardboard  boxes  on  the  shelves  it  makes  it 
easier  for  him  to  dispose  of  his  goods.  The  exporter  will 
benefit  through  the  increased  sales  of  the  importer.  If  the 
retailer  has  the  choice  of  buying  merchandise  of  several  dif- 
ferent brands  he  will  naturally  select  the  manufacturer  who 
supplies  him  with  a  package  which  will  sell  itself. 

ECONOMIES  EFFECTED  BY  EFFICIENT  PACKING 

Ocean  Freight  Greatest  Part  of  Shipping  Charges. — The 
principal  elements  of  the  c.i.f.  cost  of  the  export  order  are  the 
cost  of  the  article  and  the  ocean  freight.  Inland  freight,  in- 
surance, loss  of  interest,  selling  commission  and  other  sundry 
charges  are  small  and  of  little  importance  compared  with  these 
two.  Exporters  therefore  compete  in  packing  their  shipments 
as  lightly  and  compactly  as  possible  in  order  to  minimize  the 
ocean  freight  charges.  Strength  and  appearance  should  not 
be  sacrificed  for  a  saving  in  freight.  Such  packing  is  not 
economical  but  costs  the  exporter  heavily  in  the  long  run. 
Importers  prefer  to  pay  a  slightly  higher  price  and  receive 
their  shipments  in  perfect  condition  to  paying  a  lower  price 
because  inferior  containers  are  used.  The  exporter  who  is  able 
to  quote  a  lower  price  because  he  uses  weak  packages  may 
secure  one  order,  but  will  find  that  the  importer  will  place 
his  business  elsewhere  for  future  shipments. 
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Economies  Effected  in  the  Manufacturing  Process. — Manu- 
facturers are  constantly  trying  to  reduce  the  cost  of  making 
an  article.  They  experiment  continually  with  new  processes 
of  manufacture  and  new  types  of  machinery.  Efficiency  ex- 
perts are  frequently  called  upon  to  investigate  manufacturing 
conditions  and  to  assist  the  manufacturer  in  reducing  his  costs. 
No  manufacturer  who  refuses  to  profit  by  the  experience  of 
others  and  by  new  inventions  is  able  to  withstand  for  any 
length  of  time  the  keen  competition  of  others.  Exporters 
should  give  the  same  care  and  attention  in  devising  new  types 
of  containers  for  their  foreign  trade.  Experiments  should  be 
conducted  to  determine  the  strongest  and  at  the  same  time  the 
cheapest  container.  There  are  many  types  of  lumber,  bagging 
and  steel  which  can  be  used.  The  elements  of  expense  to  be 
considered  in  selecting  the  container  include  the  cost  of  making 
it  as  well  as  the  cost  of  shipping  it. 

Bases  of  Freight  Rates. — In  Part  I  it  was  stated  that 
freight  rates  are  charged  on  one  of  three  bases — a  percentage 
of  the  value  of  the  shipment,  the  gross  weight  of  the  shipment 
or  the  cubic  contents  of  the  shipment.  The  steamship  com- 
pany exercises  its  option  in  charging  freight  on  the  basis  which 
will  net  it  the  greatest  amount.  Most  commodities  can  always 
be  classified  as  weight  or  measurement  cargo  because  of  their 
comparative  bulk  and  weight.  Very  rarely  can  an  exporter 
pack  a  measurement  article  in  containers  sufficiently  compact 
to  go  on  a  weight  basis.  Frequently  articles  which  themselves 
weigh  little  but  take  up  much  space  are  shipped  on  a  weight 
basis  because  very  heavy  containers  are  used. 

Reduction  in  Freight  Through  Efficient  Packing. — In 
choosing  the  material  from  which  to  make  a  container  and  in 
determining  the  size  of  the  package  the  exporter  must  bear  in 
mind  the  proportion  of  the  total  freight  of  the  shipment  to  be 
charged  against  the  cost  of  shipping  the  container.  If  steel 
drums  are  used  the  gauge  chosen  should  be  as  thin  as  is  con- 
sistent with  safety.  If  cases  or  crates  are  required  light  but 
strong  lumber  should  be  selected.  Experiments  should  be  made 
to  determine  the  dimensions  which  will  result  in  the  least  cubic 
measurements.  Frequently  it  will  be  found  that  increasing 
the  length  of  a  case  and  diminishing  its  width  will  result  in 
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a  smaller  number  of  cubic  feet  to  the  case  than  a  greater  width 
and  shorter  length.  It  should,  however,  always  be  borne  in 
mind  that  strength  should  never  be  sacrificed  for  a  saving  in 
the  cost  of  constructing  and  shipping  the  package. 

FOREIGN  TARIFF  SYSTEMS 

Rates  of  Duty. — In  the  United  States  customs  duties  are 
assessed  on  an  ad  valorem  or  specific  basis.  In  the  first  in- 
stance the  dutiable  value  is  the  wholesale  market  value  in  the 
country  of  origin,  at  the  time  and  place  of  shipment.  In  the 
second  case  the  duty  is  assessed  on  the  basis  of  the  net  weight 
of  the  merchandise.  The  weight  of  the  container  is  not  dutia- 
ble. In  foreign  countries  duties  are  also  assessed  on  an  ad 
valorem  or  specific  basis.  In  the  latter  instance  the  tariff 
schedule  classifies  merchandise  in  three  groups.  Certain  articles 
are  dutiable  on  the  net  weight  of  the  merchandise,  others  on 
the  legal  weight,  and  still  others  on  the  gross  weight  of  the 
shipment.2 

In  many  of  the  European  countries  the  rate  of  duty  deter- 
mines the  dutiable  weight  of  the  merchandise.  If  the  rate  of 
duty  is  above  a  certain  amount  per  100  kilos,  it  is  assessed  on 
the  net  weight ;  if  below  a  certain  amount,  on  the  gross  weight 
of  the  shipment.  In  Italy,  when  the  rate  of  duty  is  less  than 
20  lira  per  100  kilos,  merchandise  is  dutiable  on  the  gross 
weight.  If  the  rate  of  duty  is  between  20  and  40  lira  per  100 
kilos,  as  on  mineral  oils,  rosin,  coffee,  etc.,  the  duty  is  assessed 
on  the  basis  of  the  legal  weight.  If  the  rate  of  duty  is  more 
than  40  lira  per  100  kilos,  duty  is  paid  on  the  net  weight.  This 
same  method  is  employed  in  Brazil.3  For  example,  the  duties 
on  snap  fasteners  are  collected  on  the  gross  weight  of  the 
package.  Therefore  the  fasteners  should  be  attached  to  the 
thinnest  possible  paper  and  then  wrapped  in  the  thinnest  pos- 

2  Gross  weight  is  the  weight  of  the  entire  package  including  outer 
container,  interior  wrapping  and  contents.  Legal  weight  is  the  weight  of 
the  merchandise  plus  that  of  any  interior  wrapping.  Net  weight  is  the 
weight  of  the  merchandise. 

3  Report  from  Rudolph  Cahn,  clerk  to  Consul  General,  Rio  de  Janeiro, 
Dec.  25,  1921,  published  in  the  ~\Yeekly  Reports  of  the  U.  S.  Bureau  of 
Foreign  and  Domestic  Commerce. 
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sible  paper  which  is  substantial  enough  to  carry  the  package 
to  destination  in  good  condition.  Lace  is  also  dutiable  on  the 
gross  weight.  It  should  therefore  not  be  wrapped  around 
cardboard,  as  is  the  custom  in  the  United  States,  but  in  tissue 
paper,  and  held  in  place  by  pins.  In  Belgium  duty  is  also  as- 
sessed on  the  basis  of  either  the  gross  weight  or  the  net  weight, 
although  some  commodities  are  dutiable  on  an  ad  valorem  basis. 
Knowledge  of  Foreign  Tariff  Systems  Necessary. — It  is 
therefore  obvious  that  a  study  of  foreign  tariffs  is  necessary  in 
determining  the  proper  type  of  container  to  be  used.  Informa- 
tion applying  to  the  specific  commodities  in  which  the  exporter 
is  interested  can  be  obtained  from  the  consuls  or  consular 
agents  who  have  offices  in  many  of  the  large  cities  of  the 
United  States.  Frequently  an  exporter  is  able  to  effect  a  great 
saving  for  his  customer  by  taking  advantage  of  the  foreign 
tariffs.  Frequently  exporters  have  in  error  combined  several 
small  packages  and  forwarded  a  shipment  in  a  large  case. 
Upon  arrival  at  destination  duty  was  assessed  on  an  ad  valorem 
basis  and  the  importer  was  compelled  to  pay  the  highest  rate 
of  duty  applying  to  one  of  the  commodities  shipped.  All  of 
the  other  articles  which  were  dutiable  at  a  lower  rate  were 
classed  with  the  commodity  bearing  the  highest  rate.4  In 
Colombia  there  is  a  duty  of  $1.00  per  kilo  on  the  gross  weight 
of  chairs  upholstered  in  silk  or  in  leather.  If  the  coverings  are 
imported  separately  the  duty  on  the  chairs  is  only  from  20  to 
30  Colombian  cents  per  kilo.  An  entirely  different  provision 
in  the  Cuban  tariff  enables  some  exporters  to  outdo  their  com- 
petitors. In  some  instances  duty  is  assessed  on  the  basis  of  the 
legal  net  weight,  i.e.,  the  gross  weight  of  the  package  less  an 
official  allowance  for  tare.  If  more  than  one  commodity  is 
packed  in  the  same  container,  the  package  is  opened  and  duty 
is  assessed  separately  on  each  article  shipped  and  on  the  con- 
tainer. Exporters  found  that  the  actual  tare  of  packages  con- 
taining bedsteads,  saddles,  etc.,  was  greater  than  the  tare  al- 
lowed in  the  tariff  schedule.  German  exporters  therefore  in- 
cluded a  package  of  tooth  picks  or  a  ball  of  twine  with  their 

*  Examples  chosen  from  "Selling  in  Foreign  Markets,"  published  by  the 
U.  S.  Bureau  of  Foreign  and  Domestic  Commerce. 
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shipments,  so  that  the  customs  authorities  were  compelled  to 
open  the  package  and  assess  duty  separately  on  the  contents 
and  the  packing.  The  very  low  rate  of  duty  on  the  packing 
resulted  in  a  great  saving  for  the  importer. 

In  some  cases  a  high  rate  of  duty  is  charged  on  a  finished 
product,  hut  the  component  parts  are  admitted  at  a  lower  rate. 
Shippers  therefore  forward  the  parts  separately  and  instruct 
their  customers  about  assembling  the  pieces  after  arrival.  In 
other  instances  many  small  packages  are  crated  together  in 
order  to  save  freight  charges,  and  an  arrangement  is  made  with 
the  steamship  companies  whereby  the  crates  are  opened  before 
customs  entry  is  made,  and  duty  is  therefore  assessed  on  each 
package. 


CHAPTER  XIV 

TECHNICAL  SUGGESTIONS  FOR  PACKING 

There  are  several  different  types  of  containers  used.  Ex- 
periments in  the  manufacture  of  these  have  resulted  in  the 
establishment  of  certain  fundamental  rules  which  should  be 
followed  in  making  cases,  crates,  barrels,  drums,  bales  and  bags. 

BAGS 

There  are  a  few  types  of  cotton  and  burlap  bags  which  are 
used  principally  in  the  export  trade.  The  constructions  of 
cotton  and  jute  cloth  are  expressed  in  terms  of  width  and 
weight  per  yard  of  length,  i.e.,  40  in.  8  oz.  burlap  is  jute  cloth 
40  in.  wide,  a  yard  of  which  weighs  8  oz.  36  in.  3  lb.  cotton 
cloth  is  36  in.  wide  and  a  yard  weighs  3  lbs. 

Flour  Bags. — The  type  of  packing  and  the  size  of  the  bag 
used  depend  largely  upon  the  custom  in  the  country  of  des- 
tination. Shipments  of  flour  to  Porto  Rico  are  packed  in  30 
in.  7  oz.  osnaburgs  containing  196  lbs.  Single  bags  are  used 
without  a  liner  of  any  kind.  Some  Spanish  importers  order  their 
flour  in  30  in.  7  oz.  single  osnaburgs  containing  220  lbs.  Most 
European  importers  order  flour  packed  in  single  jute  sacks 
containing  140  lbs.  These  are  40  in.  10y2  oz.  double  calendered 
burlap.  Sometimes  a  98  lb.  cotton  bag  36  in.  3  lbs  per  yd. 
is  used.  "When  these  bags  are  used  there  is  frequently  a  heavy 
outer  bag  of  36  in.  10  oz.  burlap. 

Starch. — Starch  is  packed  in  either  48  in.  11  oz.  double- 
calendered  burlap  containing  220  lbs.,  or  40  in.  lO1/^  oz.  burlap 
bag  containing  140  lbs.  Heavy  paper  liners  are  used,  although 
in  some  instances  exporters  supply  double  burlap  bags. 

Sugar. — Sugar  is  always  shipped  in  100  lb.  bags  of  36  in. 
8  oz.,  36  in.  10  oz.  or  36  in.  12  oz.  burlap.  The  outer  jute  bag 
is  lined  with  36  in.  6.15  lbs.  per  yard  cotton  sheeting. 

Cement. — Export  shipments  of  cement  are  packed  in  30  in. 
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7  oz.  osnaburgs  containing  94  lbs.  These  bags  are  lined  with 
a  rope  paper  bag.  Some  shippers  prefer  to  use  30  in.  7  oz. 
waterproof  osnaburgs  without  a  paper  lining. 

The  type  of  bagging  used  for  the  above  commodities  cannot 
be  applied  to  all  export  shipments  packed  in  bags.  The  illus- 
trations show  the  constructions  of  burlap  and  cotton  cloth  which 
are  used  extensively  and  serve  as  a  guide  to  the  exporter. 

CASES i 

The  following  designs  are  given  in  the  order  of  their  merit 
and  should  be  followed  in  detail : 


TYPE  1 

2  Vertical  Cleats 
2  Horizontal  Cleats 
2  Diagonal  Cleats 
Mitered  Joints 


TYPE  2 

2  Vertical  Cleats 
2  Horizontal  Cleats 
Mitered  Joints 


TYPE  4 

TYPE  5 

2  Vertical  Cleats 

Single  End 

2  Horizontal  Cleats 

Butt  Joints 

TYPE  3 

2  Vertical  Cleats 
2  Horizontal  Cleal» 
Morticed  Joints 


DIMENSIONS 

Unless  the  shape  of 
the  goods  to  be  packed 
prevents,  the  rule  is 
invariable — that  a  case 
should  be  twice  as  long 
as  wide,  with  the  height 
a  little  less  than  the 
width. 


Fig.  32.— Cases 


Materials. — Any  good,  sound,  Avell-seasoned  and  well-made 
lumber  may  be  used.  It  must  be  the  kind  that  does  not  readily 
split  at  ends  when  nailing,  and  of  low  specific  gravity.  Knots 
must  be  solid  and  not  over  one-third  the  face  of  boards.  Knots 
must  not  occur  at  fastening  ends. 

Workmanship. — The  boards  making  up  a  member  (ends, 
sides,  top  and  bottom)   must  be  equal  to  or  greater  than  one- 

i  The  technical  material  on  eases,  crates,  barrels,  drums,  bales  and 
parcel  post  has  been  reprinted  by  kind  permission  from  a  series  of  book- 
lets published  by  Frank  B.  Hall  &  Co.,  Inc.,  of  New  York  City. 
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fourth  the  width  of  the  surface  of  the  member,  and  never  less 
than  2%  in.  wide ;  always  matched  by  tongue  and  groove  or 
other  similar  effective  system  of  matching,  and  driven  together 
close  and  tight.  When  boards  are  less  than  %  m-  thick  they 
must  be  glued  as  well  as  matched.  In  all  cases  the  boards 
making  up  top,  sides  and  bottom  must  be  of  equal  length  and 
fully  cover  the  ends.  Ends  may  be  either  a  single  board  or 
made  up  of  boards  properly  cleated  with  four  cleats ;  the  cleats 
must  be  2y2  in.  wide  or  more  and  never  less  than  %  in.  thick. 
In  this  article  cleats  are  not  referred  to  as  boards. 

Sides  may  be  fastened  to  ends  either  nailed,  by  lock  corner 
construction  with  lock  corners  glued,  or  by  mortise  and  tenant 
and  nailed. 

The  fastening  edge  of  the  ends  must  be  made  at  least  twice 
as  thick  as  boards  of  the  other  members.  The  top  and  bottom 
must  extend  and  fully  cover  the  sides  as  wTell  as  the  ends  and 
be  fastened  thereto.  Where  ends  are  not  cleated  and  are  made 
of  more  than  one  board  matched  by  tongue  and  groove  and 
glued,  they  will  be  considered  equal  to  a  single  board.  Ends 
made  butt  jointed  and  glued  and  fastened  by  dowels  or  corru- 
gated fasteners  will  be  considered  equal  to  a  single  board. 

Top,  sides  and  bottom,  when  over  50  in.  long,  should  have  a 
cleat  or  batten  across  the  member,  added  inside  the  case.  Out- 
side battens  or  cleats  should  not  be  used  with  these  members 
and  in  longer  cases  than  50  inches  cleats  must  be  added  inside 
every  two  feet  or  fraction  thereof,  except  where  the  contents 
are  in  single  stiff  lengths  filling  the  case  entirely — such  as  rolls 
of  goods. 

Fastening. — This  should  be  done  by  the  use  of  cement- 
coated  box  nails  (screws,  of  course,  may  be  used). 

The  size  of  the  nail  should  be  one  pennyweight  higher  than 
the  numerator  of  the  thickness  of  the  lumber  expressed  in 
eighths  of  an  inch. 

Cleats  must  be  nailed  to  members  with  nails  of  a  length 
sufficient  to  protrude  and  be  clinched. 

Nails  used  to  be  clinched  may  be  any  kind  that  will  not  split 
the  wood. 

Nails  are  to  be  driven  staggered  where  possible,  and  driven 
straight,  not  slanted.     At  ends  of  boards  and  in  cleats  they  are 
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to  be  spaced  apart  a  space  equal  to  the  length  of  nail.  On 
the  end  of  each  board  there  should  always  be  driven  at  least 
two  nails.  When  fastening  the  top  and  bottom  to  sides,  the 
spacing  should  be  three  times  the  length  of  nail. 

Protection. — All  cases  up  to  400  lbs.  weight  should  be 
strapped  at  ends  with  cold  rolled  steel  box  strapping,  coated 
to  prevent  rust,  %  in.  wide  by  .020  in.  thick  through  various 
sizes,  say  to  3/16  in.  wide  by  .065  in.  thick,  keeping  strength 
equal  to  these  sizes. 

For  every  100  lb.  increase  in  weight  (or  fraction  of  100 
lbs.)  add  y8  in.  to  width  of  strap  (increasing  strength  20  per 
cent). 

The  strap  must  be  nailed  through  into  the  end  member, 
away  from  the  extreme  edge  as  far  as  the  thickness  of  the  end 
member  will  allow.  It  must  be  stretched  tightly  by  a  mechan- 
ical stretcher  entirely  around  the  case,  then  nailed  every  three 
inches  with  cement-coated  nails  not  less  than  2  in.  long,  driven 
straight  and  not  slanted. 

The  ends  of  the  strap  must  overlap  and  be  fastened  with 
two  nails. 

Between  the  end  straps  there  must  be  at  least  one  inter- 
mediate strap  entirely  encircling  the  case,  stretched  tightly  by 
a  mechanical  stretcher  and  stapled  every  6  in.,  at  least,  in  every 
board,  with  a  staple  having  %  in.  legs,  driven  straight  and  not 
slanted. 

Intermediate  strapping  may  be  round  instead  of  flat,  pro- 
vided it  has  an  equal  cross-section  as  called  for  in  flat  strapping 
and  is  securely  fastened  after  stretching  by  a  mechanical 
stretcher  and  stapled   as  herein   described   for  flat   strapping. 

The  number  of  intermediate  bands  is  determined  by  the 
length  of  the  case  and  value  of  the  contents — never  more  than 
15  inches  apart,  and  an  extra  band  for  each  $300  of  ^  alue 
or  fraction  thereof.  (Example:  Case  30  in.  long,  value  $100 — 
1  intermediate  strap — one  for  space,  none  for  value.  Case  40 
in.  long,  value  $400 — 2  for  space,  2  for  value,  or  4  intermediate 
straps). 

When  lumber  is  less  than  %  in.  thick  the  ends  of  the  staples 
must  be  clinched  where  the  case  is  without  interior  cleats  to  re- 
ceive the  ends  of  the  staples. 
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Packing. — When  several  articles  or  packages  are  enclosed, 
each  must  be  wrapped  in  a  waterproof  paper,  properly  sealed 
with  waterproof  glue.     The  interior  of  such  article  or  package 


TABLE  TO  FIND  REQUIRED  THICKNESS  OF 
LUMBER  TO  BE  USED  IN  CASES 


HEIGHT.  WIDTH,  AND  LENGTH  ADDED 
AND    EXPRESSED    IN    FEET   AND    THE 
SUM  IS  REPRESENTED  BY  ONE  OF  THE 
FOLLOWING: 

WEIGHT  OF 

CONTENTS 

IS 

Up  to 

5' 

5' 

Under 

V 

Above 
7' 

9' 

Above 
9' 

Under 

Above 

11' 
Under 

13' 

Above 
13' 

Under 

THE  REQUIRED  THICKNESS  IS  FOUND  IN 
THE    COLUMN    BELOW    THAT    FIGURE 
AND  OPPOSITE  WEIGHT. 

Not   more  than 
25  lbs 

X" 

Crating 

Recom- 
mended 

Between    26    & 
SO  lbs 

a- 

X" 

Crating 

Recom- 
mended 

Between    51    & 
75  lbs 

X' 

ye 

X" 

Crating 

Recom- 

Between    76   & 
100  lbs 

A" 

X" 

'A" 

H" 

Crating 

£233 

Between  101   & 
150  lbs 

X" 

ys 

X' 

H' 

X' 

Crating 

Between   151  & 
200  lbs   

l    * 

X" 

A" 

X" 

K* 

X' 

Between  201  & 
250  lbs 

w 

l    • 

X" 

A" 

X" 

A" 

Between  251  & 
300  lbs 

\A" 

VA" 

1    ' 

X" 

A" 

X' 

Between  301  & 
400  lbs 

IX" 

VA" 

VA" 

1    * 

X" 

A" 

Between  401  & 
500  lbs 

VA" 

IX" 

VA" 

VA\ 

1    * 

X" 

Between  501  & 
600  lbs 

V4" 

VA" 

VA" 

V4" 

VA" 

1    ' 

Between  601  & 
700  lbs 

2     " 

va" 

VA" 

VA" 

VA" 

VA" 

Between  701  & 
800  lbs 

Special 

2     " 

V4" 

VA" 

VA" 

VA" 

Between  801  & 
900  lbs 

Special 

Problem 

2     " 

VA" 

VA" 

IX" 

Between  901  & 
1,000  lbs 

Special 

Problem 

Here 

2     " 

IH" 

VA" 

NOTE. — The  thickness  of  lumber  in  the  above  table  is  absolutely 
net  in  the  thicknesses  H" ,  M*  and  H"  after  being  dressed  both  sides;, 
the  -X"  and  H"  thicknesses  are  figured  dressed  one  side;  the  balance  h» 
figured  rough. 

All  boards  may  be  dressed  both  sides  and  the  regular  trade  reduction) 
Caiy  ai.uwed  for  dreamy. 


Fig.  33.- 


-Tahle   for   Construction   of 
Cases 


should  be  without  voids  and  voids  should  never  be  left  between 
packages  or  articles.  Voids  should  be  stuffed  with  such  mate- 
rials as  waste  paper,  excelsior,  straw,  hay,  grass,  but  never 
sawdust  or  other  fine  stuff  that  is  heavy  and  might  sift  out. 
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Thickness  of  Lumber. — Use  of  the  table  on  page  1-49  will 
give  the  minimum  thickness  of  the  material  required. 

Substitutes  for  Lumber. — There  are  substitutes  for  lumber 
which  may  be  considered  excellent,  and  the  time  is  soon  coming 
when  these  will  be  largely  used  to  the  exclusion  of  lumber. 
Several  of  these  substitutes  are  laminated  wood  cemented  with 


Fig.  34.— Crate 

Sides  uprights  (only)  show  the 
ends  without  handing  applied  to  bet- 
ter  show  constructions. 

waterproof  glue,  counter  boards,  hard  fiber  board,  metal  sheets, 
combination  of  wire  net  and  paper,  and  other  materials  not  yet 
available. 

Sometimes  there  are  instances  where  a  lining  of  tin  or  zinc 
has  great  advantages  as  protection  against  insects,  rodents, 
and  such.  The  exporter  is  generally  notified  of  this  need  with 
the  order. 

CRATES 

A  crate  is  a  framework  made  of  slats,  used  to  protect  mer- 
chandise in  transportation.  This  method  of  packing  is  used 
principally  for  machinery,  tools,  and  low  density  articles  al- 
ready in  light  containers. 

Design. — This  design  should  be  followed  in  detail : 
Dimensions. — In    most    instances    the    size    and    shape    of 
things  to  be  packed  govern  dimensions,  but  every  effort  should 
be  made  to  make  a  crate  twice  as  long  as  wide,  with  the  height 
a  little  less  than  the  width. 
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Materials. — Any  good,  sound,  well-seasoned  and  well-made 
lumber  may  be  used  It  must  be  a  kind  that  does  not  readily 
split  at  ends  when  nailing  or  spiking  or  bolting. 

Knots  must  be  solid  and  not  more  than  one-quarter  the  face 
of  the  slat  or  piece.     Knots  must  not  occur  at  fastening  ends. 

All  pieces  must  be  at  least  four  (4)  times  as  wide  as  thick 
up  to  and  including  two  (2)  in.;  three  times  as  wide  as  thick 
from  two  in.  up  to  and  including  three  (3)  in.,  and  twice  as 
wide  as  thick  from  three  in.  up  to  and  including  four  (4)  in. 

Lumber  may  be  rough  or  dressed,  without  allowance  for 
dressing. 

Workmanship. — The  joint  at  corners  and  other  places 
must  follow  the  design,  with  the  grain  of  the  wood  crossing  at 
right  angles,  and  in  no  case  will  nailing  or  spiking  into  end 
wood  be  allowed. 

The  space  between  slats  shall  not  be  greater  than  the  width 
of  the  slats. 

"Wherever  possible,  cross  pieces  shall  be  nailed  to  hold  sides 
more  securely  together. 

Each  side  must  be  divided  as  nearly  as  possible  into  squares 
and  an  angular  brace  used,  bearing  both  against  the  top  piece 
and  upright  as  shown  in  the  design. 

Fastening. — This  must  be  done  wTith  cement-coated  nails 
(screws  of  course  may  be  used)  up  to  20  penny  in  size  (inclus- 
ive), and  above  that  size  nails  may  be  plain. 

The  size  of  the  nails  should  be  two  pennyweight  higher  than 
the  numerator  of  the  thickness  of  lumber  expressed  in  eighths 
of  an  inch  for  the  smaller  nails,  and  for  the  larger  nails  and 
spikes  (20d  and  up)  the  length  must  be  two  and  a  half  times 
the  thickness  of  lumber  through  which  nails  are  driven. 

At  least  three  nails  or  spikes  shall  be  driven  straight,  not 
slanted,  at  the  end  of  each  slat  or  board. 

Where  over  three  (3)  in.  material  is  used,  bolts  must  be 
used  at  the  corners. 

Protection. — All  crates  up  to  400  lbs.  in  weight  should  be 
strapped  at  the  ends  with  cold-rolled  steel  box  strapping,  coated 
to  prevent  rust,  %  in.  wide  by  .020  in.  thick  through  various 
sizes,  say  to  %6  m-  x  -065  in.  thick,  keeping  the  strength  equal 
to  these  sizes. 
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For  every  100  lbs.  (or  fraction  thereof)  increase  in  weight 
add  Ys  in.  to  the  width  of  the  banding  iron  or  .004  in.  to  its 
thickness,  or  add  part  to  each  dimension  so  as  to  increa.se  the 
strength  20  per  cent. 

The  banding  must  be  stretched  tight  by  mechanical  stretch- 
ers and  nailed  close  to  the  wood  every  three  in.,  following  the 
outline  of  the  joints,  and  each  nailed  end  must  be  strapped  to 
the  member  it  meets. 

The  banding  must  go  entirely  around  the  crate  and  be 
nailed  at  least  twice  through  each  slat  over  which  it  passes 
and  at  least  twice  between  the  slats  with  cement-coated  nails 
not  less  than  two  inches  long,  driven  straight,  not  slanted. 

The  ends  of  the  strap  must  overlap,  and  be  nailed  with  two 
nails. 

In  addition  to  the  end  straps,  there  must  be  at  least  one 
intermediate  strap,  and  where  the  length  of  the  crate  permits, 
one  every  three  feet.  If  there  is  no  cross  piece  to  which  to  nail 
the  strap  a  block  must  be  set  in  between  the  slats  and  the  strap 
either  stapled  or  nailed  to  it  and  the  slats.  Should  greater 
protection  be  deemed  wise  the  crate  should  be  sheathed  with 
tongued  and  grooved  boards  and  all  strapping  be  done  over  the 
sheathing. 

When  the  package  weighs  two  tons  the  sheathing  should  be 
%  in.  thick;  when  three  tons,  iy8  in.  thick;  above  this  weight, 
1%  in.  thick. 

If  crates  are  not  sheathed,  removable  parts  must  be  wrapped 
or  boxed  or  protected  in  some  other  way. 

Packing. — In  nearly  every  case,  particularly  so  with  ma- 
chinery, the  article  must  be  bolted  or  fastened  securely  by 
blocking  to  the  base  of  the  crate.  When  the  weight  is  over  a 
ton  the  case  must  have  skids  on  which  to  slide ;  these  skids  need 
not  be  over  %  in.  thick  and  must  be  shod  with  l1^  in.  band 
iron,  3a  6  m-  thick. 

Internal  bracing  and  blocking  must  be  done  to  prevent 
moving  and  slipping  of  the  parts.  Cross  pieces  must  be  placed 
in  available  spaces  between  parts,  flush  with  the  inside  of  the 
slats  and  fastened  thereto. 

When  articles  in  light  containers  are  crated  they  should  be 
arranged  as  nearly  as  possible  in  accordance  with  the  rule  for 
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dimensions  so  as  to  make  a  snug  fit.  As  much  protection  as 
possible  should  be  given  each  package  by  light  internal  pack- 
ing and  wrapping  in  waterproof  paper. 


When  width,  height  and  length  of  package  atWed  anJ  ex- 
pressed m  feet  is  not  more  than  one  o(  the  following  figures,  find 
the  next  higher  weight  than  weight  of  contents  in  the  column  under 
the  figure  and  the  thickness  of  lumber  required  for  crate  will  be 
found  in  the  column  to  the  left. 


Btt- 

Upto|4tol5to 
4  ft  |  5(1   1  6  ft 

TWk- 

6  to  1  7  to  1  8  to 

7  ft.  1  8  ft.  |  9  ft. 

TWk. 

9  to  1  10  to  1    11  to 
10ft.  |  lift,  |    12ft. 

lom- 
kr  ra 
Indies 

When  Weight  of 
Contents  Is  Not 
Less  than  the  Fol- 
lowing (in  Pounds) 

nci.ol 
Inches 

When  Weight  of 
Contents  Is  Not 
Less  than  the  Fol- 
lowing (in  Pounds! 

"Li." 

kerm 

When  Weight  of  Con- 
tents la  Not  Less 
than  the  Following; 
(in  Pounds) 

X" 

10 

20 

35 

w 

55 

80 

US 

ft 

155 

210 

270, 

M 

IS 

20 

30 
40 

S3 
70 

X 

82 

110 

120 
160 

172 
230 

1- 

232 

315 

420 

405 

M 

310 

540 

« 

29 
30 

50 

to 

88 

105 

1* 
IX 

137 
185 

200 

240 

287 

345 

IX 

IX 

387 

525 

030 

075 

V 

465 

810 

IX 

IS 

70 

123 

■X 

102 

280 

402 

IM 

542 

835 

945 

IX 

40 

M 

80 
90 

140 

180 

IM 

IX 

220 
246 

320 
360 

460 
516 

IX 

l's 

610 
996 

840 
945 

1080 
1250 

IX 

SO 

100 

176 

IN 

274 

400 

575 

2* 

775 

1050 

1350 

IK 

to 

120 

210 

2' 

330 

4S0 

690 

2M 

930 

1240 

1620 

V 

80 

100 

280 

Vi 

440 

640 

020 

2X 

1220 

1680 

1890 

JK 

100 

200 

352 

2X 

in 

100 

1150 

IM 

1550 

2100 

2700 

TKos- 

■mil 

brrm 

Inches 

12  to 

13  It 

13  to 

14  ft. 

14  to 

15  It 

rcssof 

b."  a 

15  to 

16  ft. 

19   ts 
17  It, 

17   to 
IS  It 

Thick- 
ness »( 

Intkn 

IS  to 
19  ft 

19  to 

20  ft. 

20  to 
21ft 

X 

HO 

52S 

700 
875 

1030 
1225 

430 
HI 

880 
1075 
1290 

1505 

S30 
79S 

1060 
1325 

1590 
1855 

1* 

IX 
IX 
IM 

IX 
IM 

640 

'J60 
12S0 

[000 

1920 

2240 

770 

1155 
1540 
1925 
2310 
2695 

(110 
1365 

1890 

2275 
2730 
3185 

IX 
IM 
IM 

IX 

2" 

1080 

1590 
2120 
2650 

1180 

3710 

1250 

1450 

1» 

1875 

2205 

IX 

2500 

2900 

IX 

3125 

365S 

1H 

IX 

3750 
4375 

4410 

5105 

IX 

1400 

1720 

2120 

2* 

2560 

30v0 

3640 

IM 

4240 

5000 

5800 

2- 

1575 

193S 

2385 

2X 

an 

3465 

4090 

2': 

4770 

5625 

6815 

sx 

1750 
2100 

2150 
2580 

2050 

31S0 

2X 

IM 

3200 
3840 

3850 

4620 

4550 
5460 

2X 
3" 

5300 

6250 
7500 

7310 

sx 

6160 

8820 

sx 

MM 

3500 

3440 
4200 

4240 
4770 

r 

IXJ 

5120 

MOO 

6160 
7700 

72S0 
9100 

IM 

r 

8480 

10000 
12500 

11600 

3" 

10000 

14620 

Fig.  35. — Table   for   Construction   of 
Crates 


Thickness  of  Lumber. — Use  of  the  table  on  this  page  will 
give  the  thickness  of  lumber  required  for  the  making  of  crates. 

General  Suggestions. — It  is  desirable  from  the  standpoint 
of  freight  cost  and  safety  to  disassemble  and  make   compact 
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packing  as  far  as  practicable.  A  part  may  be  allowed  to  pro- 
trude between  slats  out  to  tbe  sheathing.  In  general,  parts 
liable  to  rust  should  be  protected  by  heavy  grease  requiring 
heat  in  its  application,  and  in  addition,  delicate  parts  should 
be  wrapped  in  a  substantial  waterproof  paper  and  wrapped 
again  in  cloth  securely  sewed  or  tied. 

"When  crates  are  sheathed  there  should  be  an  interlining  of 
heavy  30  lb.  duplex,  asphalt  paper  with  an  extra  coating  of 
asphalt  on  the  outside.  This  interlining  goes  between  the  crate 
and  sheathing  with  the  asphalt  side  of  the  paper  next  to  the 
sheathing. 

BARRELS 

For  transportation  purposes,  dangerous  articles  are  divided 
into  two  classes — Forbidden  and  Acceptable. 

Forbidden  Articles — (Dangerous). — A.  Packages  of  any 
kind  having  therein  interior  packages  the  mixture  of  whose 
contents  would  be  liable  to  cause  a  dangerous  evolution  of  heat, 
gas  or  corrosive  materials ; 

B.  Cylinders  containing  gases  capable  of  combining  chem- 
ically ; 

C.  Packages  containing  dangerous  articles  in  a  leaky  con- 
dition or  in  such  an  insecure  condition  as  to  make  leakage  prob- 
able during  transit ; 

D.  Rags  or  oily  waste,  oily  with  more  than  5  per  cent  of 
animal  or  vegetable  oil,  or  wet  rags ; 

E.  Charcoal  screenings  from  wet  charcoal :  wet  screenings ; 
or  screenings  that  have  been  wet ; 

F.  Iron  sponge  and  spent  oxide  that  has  not  been  properly 
oxidized  during  manufacture ; 

G.  Dangerous  articles  not  properly  packed,  marked,  labelled, 
described  and  certified. 

Dangerous  Articles  are  determined  from  the  definition  (be- 
low) of  "Inflammuble  Liquids"  and  "InflammabU  Solids''  and 
by  specific  lists  published.  Explosives  require  special  regula- 
tions for  transportation. 

Inflammable  Liquids  are  any  liquids  other  than  those 
classed  as  explosive ;  or  mixture  of  liquids  that   gives  off  in- 
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flammable  vapors  at  or  below  a  temperature  of  80  deg.  F.  deter- 
mined by  Tagliabues  Open  Cup  Tester. 

Inflammable  Solids  are  any  solids  other  than  those  classed 
as  explosive,  but  which  are  liable  under  conditions  incident 
to  transportation  to  cause  fires  by  self-ignition  through  fric- 
tion, through  absorption  of  moisture  or  through  spontaneous 
chemical  changes. 

Oxidizing  Materials  are  such  as  readily  yield  oxygen  to 
stimulate  the  combustion  of  organic  matter  represented  by 
chlorates,  nitrates,   permanganates,   peroxides. 

SPECIFICATIONS    FOR    WOODEN    BARRELS,    HALF-BARRELS    AND 

KEGS  FOR  EXPORT  SHIPMENT  OF  BULK  LIQUIDS,  NOT 

INFLAMMABLE  OR  CORROSIVE 


Capacity 

THICKNESS 
OF 

No. 

of 
Steel 
Hoops 

Size  of  Hoops  (Steel) 

(Gallons) 

Staves 
In. 

Heads 
In. 

Over    32 

but  not  over  55 

"/iG 

Hie 

6 

U^6  x  17  gauge  for  Head  Hoops 
1  %,;X  18  gauge  for  Quarter  Hoops 
lli^6x  17  gauge  for  Bilge  Hoops 

Over  18 

but  not  over  32 

% 

% 

6 

l}£xl9  gauge  for  Head  Hoops 
114  x  19  gauge  for  All  other  Hoops 

Over    5 

but  not  over  18 

%6 

9/l6 

G 

1 14  x  10  gauge  for  Head  Hoops 
\ys  x  19  gauge  for  All  other  Hoops 

Under  5  gallons  .  . 

v-i 

V-i 

4 

Us  x  20  gauge  for  Head  Hoops 
%  x21  gauge  for  All  other  Hoops 

Corrosive  Liquids  are  such  as  are  included  among  the  strong 
mineral  acids  (47  per  cent  sulphuric,  34  per  cent  nitric,  20 
per  cent  hydrochloric)  and  other  strongly  corrosive  liquids  that 
are  liable  to  cause  fires  when  mixed  with  chemicals  or  organic 
matter,  or  when  leaking  from  container  are  liable  to  damage 
other  freight  materially. 

Acceptable  Articles — (Dangerous). — Inflammable  liquids, 
and  solids,  corrosive  liquids  and  oxidizing  materials  packed  in 
bulk  (when  allowed)  in  inside  containers  of  a  size  and  quantity 
as  prescribed,  and  in  wooden  barrels,  half  barrels,  kegs,  cases, 
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metal  drums,  steel  barrels,  half  barrels  and  kegs,  bags,  as  de- 
scribed in  these  specifications. 

The  kind  of  container  to  be  used  and  the  allowable  quanti- 
ties to  be  packed  are  described  in  a  list  of  principal  dangerous 
articles  in  Interstate  Commerce  Regulations,  pars.  1807  to  1858 
inclusive. 

Wooden  barrels,  half  barrels  and  kegs  used  for  export  ship- 
ment should  conform  to  the  preceding  specifications : 

The  material  from  which  these  containers  are  constructed 
must  be  oak  or  other  suitable  hard  wood,  thoroughly  kiln  dried, 
free  from  soft  sap,  shakes  or  knots. 

Kegs  of  capacities  not  greater  than  18  gals,  may  be  made 
of  suitable  soft  wood  if  the  thickness  of  the  staves  and  heads 
is  Ys  in.  greater  than  required  for  the  oak  kegs. 

Bungholes  and  other  openings  must  be  provided  with  secure 
fastenings  and  closing  devices  which  will  not  permit  leakage. 
Compressed,  tapered  wooden  bungs  must  be  coated  with  a  suit- 
able coating  and  must  have  a  driving  fit  into  a  tapered  hole. 
They  should  be  soaked  for  one  minute  in  hot  water  before  driv- 
ing into  the  bunghole. 

The  method  of  manufacture  must  be  such  as  to  produce  a 
smooth,  uniform  and  tight  article  that  does  not  leak  or  show 
saturated  parts  after  filling. 

The  barrels,  half  barrels  and  kegs  must  have  an  interior 
coating  of  glue,  asphaltum  or  other  suitable  coating  when  the 
commodity  carried  is  such  as  will  saturate  or  is  likely  to  sat- 
urate the  wood. 

Before  refilling  such  containers  they  must  be  thoroughly 
recoopered  and  recoated  with  at  least  one  coat.  If  heads  are 
bulged  they  must  be  replaced. 

Wooden  Barrels,  Half -barrels  and  Kegs  (Tight)  for  Export 
Shipment  of  Bulk  Liquids  (Inflammable  or  Corrosive). — When 
the  use  of  wooden  barrels,  half-barrels  and  kegs  is  permitted 
for  export  shipments  these  containers  should  conform  to  the 
specifications  on  page  157. 

The  material  from  which  the  barrels,  half-barrels  or  kegs 
are  constructed  must  be  white  oak  of  good  quality,  free  from 
holes  or  soft  sap  wood,  thoroughly  kiln  dried,  free  from  shakes 
and  knots. 
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The  hoops  should  be  properly  riveted  or  welded. 

The  barrels,  half-barrels  and  kegs  must  be  coated  on  the 
inside  with  glue,  asphaltum  or  other  suitable  coating  to  prevent 
leakage  and  absorption  of  the  contents.  When  glue  is  used 
there  must  be  two  coats,  and  not  less  than  one-half  pound  of 
solid  glue  should  be  used  on  the  large  size,  and  on  the  smaller 
sizes  there  should  be  used  an  amount  proportionate  to  their 
interior  surfaces. 


SPECIFICATIONS    FOR   WOODEN    BARRELS,    HALF-BARRELS   AND 

KEGS  FOR  EXPORT  SHIPMENT  OF  BULK  LIQUIDS, 

INFLAMMABLE  OR  CORROSIVE 


Capacity 

THICKNESS 
OF 

No. 

of 

Steel 

Hoops 

Size  of  Hoops  (Steel) 

(Gallons) 

Staves 
In. 

Heads 
In. 

Over  32 

but  not  over  55 

% 

1 

8 

1%  x  16  gauge  for  Head  Hoops 
iy2xl8  gauge  for  Quarter  Hoops 
l%x  17  gauge  for  Bilge  Hoops 

Over  18 

but  not  over  32 

% 

% 

6 

l}4x  10  gauge  for  Head  Hoops 
114x19  gauge  for  All  other  Hoops 

Over  5 

but  not  over  18 

%« 

9ie 

6 

I14  x  19  gauge  for  Head  Hoops 
ll&  x  19  gauge  for  All  other  Hoops 

Under  5  gallons  .  . 

Vi 

4 

1^x20  gauge  for  Head  Hoops 
%x21  gauge  for  All  other  Hoops 

Bungholes  and  other  openings  must  be  provided  with  secure 
fastenings  and  closing  devices  that  will  not  permit  leakage 
through  them.  Compressed,  tapered  wooden  bungs  must  be 
covered  with  a  suitable  coating,  and  must  have  a  driving  fit 
into  a  tapered  hole.  They  should  be  soaked  for  one  minute 
in  hot  water  before  driving. 

Before  refilling  barrels,  half-barrels  and  kegs  that  have  teen 
used,  they  must  be  thoroughly  recoopered  and  recoated  inter- 
nally with  at  least  one  coat.  If  heads  are  bulged  they  must 
be  replaced. 

Rules   and  Regulations   of   Carriers,   Receivers   and   Trans- 
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portation  Companies  should  always  be  consulted  before  decid- 
ing whether  such  goods  are  acceptable,  and  what  special  re- 
quirements are  to  be  met. 

Wooden  Barrels,  Half-barrels  and  Kegs  (Slack)  for  Export 
Shipment  of  Bulk  Non-inflammable  or  Non-oxidizing  Solids. — 
The  Barrels,  Half-Barrels  and  Kegs  under  these  specifications 
are  known  as  "Slack."  (Barrels,  Half-Barrels  and  Kegs 
called  for  under  other  specifications  and  known  as  "Tight" 
may  be  used  in  place  of  "Slack"  containers.) 

All  Slack  Barrels,  Half-Barrels  and  Kegs  are  divided  into 
classes  limited  both  as  to  capacity  and  weight  of  contents,  and 
must  conform  to  the  table  of  specifications  on  the  facing  page. 

The  material  from  which  these  containers  are  constructed 
must  be  good  hard  wood,  thoroughly  kiln  dried  and  free  from 
knots,  shakes  and  soft  sap  wood. 

The  method  of  manufacture  and  the  materials  used  must 
be  such  as  to  produce  a  uniform  product. 

The  staves  and  heads  must  be  well  fitted,  and  the  complete 
container  must  be  sufficiently  tight  to  prevent  the  escape  of 
any  of  the  contents  under  ordinary  hazards  of  transportation, 
and  if  not  "tight"  must  be  lined  to  secure  tightness. 

The  grade  of  manufacture  for  the  finished  container  must 
be  what  is  generally  known  as  No.  1  Grade. 

The  heads  of  classes  D,  E,  and  F  must  be  battened  across 
the  cants  with  cleats  not  less  than  4  in.  by  y2  in. 

Half  of  the  wooden  hoops  may  be  replaced  by  steel  wire 
(round)  hoops,  with  wire  hoop  to  be  directly  under  the  wooden 
hoops  (between  wooden  hoops  and  bilge),  No.  11  gauge  for 
classes  A,  B,  C  and  D,  and  No.  9  gauge  for  classes  E  and  F. 

"Wooden  hoops  may  be  replaced  by  oval  bark  hoops  (some- 
times called  half  round)  provided  three  (3)  circumferences  or 
three  (3)  bark  hoops  are  used  for  one  (1)  wooden  hoop  (the 
standard). 

Brainerd  steel  hoops  maj^  be  used ;  the  rolled  edge  is  in- 
cluded in  measuring  the  width  of  the  hoop. 

All  steel  hoops  must  be  nailed  or  bradded  into  place ;  wire 
hoops  should  be  stapled;  wooden  hoops  should  be  nailed  or 
stapled;  not  less  than  four  (4)  nails,  brads  or  staples  in  classes 
A,  B,  C  and  D,  and  not  less  than  six  (6)  in  classes  E  and  F. 
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The  ends  of  the  wooden  hoops  must  be  joined  together  with 
at  least  one  staple  clinched  on  the  inside,  and  with  two  addi- 
tional nails  or  staples. 

Both  heads  must  be  headed  up  at  the  time  of  packing  in  the 
usual  manner,  and  must  not  be  closed  by  boards,  burlap,  sack- 
ing or  such  methods. 

The  heads  must  fit  closely  into  a  croze  or  notch  in  the  staves, 
and  in  addition  there  must  be  an  outer  lining  hoop  to  hold  the 
head  in  place.  These  lining  hoops  must  extend  entirely  around 
the  inside  of  the  chime  and  must  be  held  in  place  by  nailing 
every  five  inches. 

All  inflammable  or  oxidizing  solids  or  contents  liable  to 
sift,  when  packed  in  these  containers  must  be  in  strong  cloth 
sacks  which  are  little  larger  in  circumference  than  the  interior 
circumference  of  the  container,  and  should  be  securely  sewed 
or  tied. 

In  place  of  cloth  sacks,  two  (2)  expansive  Arkell  Barrel 
Liners  may  be  used — one  inside  the  other,  and  each  tied  sep- 
arately and  very  securely. 

Barrels,  Half-Barrels  and  Kegs  which  have  been  used  once 
must  be  recoopered  thoroughly  before  using  again ;  any  broken 
staves  or  split  or  broken  head  must  be  replaced  with  new  ones. 

Note:  The  above-described  containers  may  be  used  for  ship- 
ment of  inflammable  or  corrosive  liquids  when  the  same  are 
packed  in  proper  inside  containers. 

DRUMS 

Iron  or  Steel  Barrels  and  Drums  for  Export  Shipment  of 
Liquids. — Iron  or  steel  barrels  and  drums  should  conform  to 
the  specifications  on  page  161. 

When  the  nature  of  the  contents  requires,  each  such  con- 
tainer should  be  coated  outside  and  inside  in  such  a  manner 
and  with  such  a  substance  as  will  prevent  corrosion. 

Each  barrel  or  drum  should  be  tested  under  water  or  with 
all  seams  covered  with  soapsuds  or  with  heavy  oil,  by  interior 
compressed  air  at  a  pressure  of  not  less  than  15  lbs.  per  square 
inch  sustained  for  not  less  than  two  minutes;  the  barrel  or 
drum  must  not  leak  under  these  conditions. 
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This  type  of  container  must  be  capable  of  standing  without 
leaking  a  hydrostatic  test  pressure  of  not  less  than  40  lbs.  per 
square  inch,  sustained  for  five  minutes. 

It  must  also  be  capable  of  withstanding  leakage,  when  filled 
to  98  per  cent  of  its  capacity,  in  a  drop  test — container  being 
dropped  diagonally  on  its  chime  from  a  height  of  four  (4)  ft. 
upon  a  solid  concrete,  stone  or  other  similar  solid  foundation. 

Tests  should  be  made  with  sufficient  frequency  to  insure 
that  the  product  is  uniform  and  conforms  to  the  specifications 
below. 


SPECIFICATIONS  FOR  IRON  OR  STEEL  BARRELS  AND  DRUMS  FOR 
EXPORT  SHIPMENT  OF  LIQUIDS 


Normal    Capacity 
(Gallons) 

Gauge — 
U.    S.    Standard 

Minimum  Weight  of  Con- 
tainer in  the  Black, 
Exclusive  of  Rolling 

Ileads 

Bodies 

Not  Less 
Than 

Not  Less 
Than 

Hoops 

Over  55  but  not  over  110 

14 

14 

130  lbs.   (100  to  110  gallons) 

Over  35  but  not  over     55         16 

16 

70  lbs.    (50  to  55  gallons) 

Over  10  but  not  over     35         18 

18 

Under  10  Gallon 

20 

20 

Leaks  caused  by  defective  manufacture  must  not  be  soldered, 
but  must  be  repaired  by  the  original  method  of  construction. 

Provision  must  be  made  for  closing  the  bungholes  and  other 
openings  in  such  a  manner  as  to  prevent  leakage.  Bungs  or 
other  closing  devices  or  any  other  projections  must  be  capable 
of  withstanding  the  drop  test  as  described  above  when  the  drop 
is  on  the  projection. 

Threaded  metal  plugs  must  be  close-fitting  and  the  threads 
in  the  reinforcing  piece  on  the  plug  must  be  at  right  angles  to 
their  faced  surfaces,  so  as  to  present  a  solid  bearing  throughout 
the  circumference  on  the  gasket.  Gaskets  must  be  made  of 
lead,  fiber,  leather  or  other  suitable  material,  and  should  be 
coated  with  gum  shellac,  dissolved  in  alcohol,  or  with  other 
suitable  coating.  Such  a  coating  should  be  applied  to  the 
flanges  as  well ;  then  the  bung  is  set  down  tight  with  an  18-in. 
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•wrench.  The  barrel  or  drum  is  set  bung  down  and  must  not 
leak. 

Wooden  bungs  must  be  compressed  and  tapered  and  should 
be  long  enough  to  extend  one-eighth  in.  inside  the  barrel  or 
drum ;  they  must  be  soaked  in  hot  water  or  hot  thin  glue  for 
a  minute  before  driving  into  the  bunghole,  so  that  the  interior 
projection  may  swell  and  form  a  shoulder  on  the  inside  of  the 
bunghole.  The  taper  on  the  bung  must  be  the  same  as  the 
taper  in  the  bunghole. 

For  extra-hazardous  liquids,  high-explosive  liquids,  etc.,  spe- 
cial regulations  must  be  followed,  and  these  specifications  are 
not  intended  for  such  shipments.  These  containers  are,  how- 
ever, suitable  for  both  inflammable  and  corrosive  liquids. 

Regulations  of  Carriers.  Receivers  and  Transportation  Com- 
panies should  always  be  consulted  before  deciding  whether  such 
goods  are  acceptable  and  if  special  requirements  must  be  met. 

Steel  Barrels  or  Drums  for  Export  Shipment  of  Solids. — 
Metal  barrels  or  drums  for  solids  must  be  made  of  iron  or  steel 
and  should  conform  to  specifications  shown  in  the  following 
table : 

SPECIFICATIONS  FOR  STEEL  BARRELS  OR  DRUMS  FOR  EXPORT 
SHIPMENT  OF  SOLIDS 


Capacity — Pounds 
Net   Weights 

Gauge — U. 
ard  for 

8.    Stand- 
Heads 

Gauge — U.    8.    Stand- 
ard for  Body 

Not   over    115 

Xot  less 

than   24 

Xot   less  than  25 

Over  115  but  not  over 

230 

Xot   less 

than   22 

Xot  less  than   23 

Over  230  but  not  over 

345 

Xot  less 

than   21 

Xot  less  than   23 

Over  345  but  not  over 

460 

Xot  less 

than   20 

Xot   less  than   21 

Over  460  but  not  over 

575 

Xot   less 

than   19 

Xot    less   than   20 

Over  575  but  not  over 

690 

Xot   less 

than   18 

Not   less   than   19 

No  Container  of  This  Class  Shall  Contain  More  than  690 
Lbs. — "When  the  nature  of  the  contents  requires,  each  such 
container  should  be  coated  outside  and  inside  in  such  a  manner 
and  with  such  material  as  will  prevent  corrosion. 

The  seams  must  be  riveted,   brazed,   welded   or   lapped   in 
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such  a  manner  as  to  make  the  container  tight  and  afford  an  effi- 
cient seam. 

The  barrels  or  drums  must  he  capable  of  withstanding  a 
drop  test  without  leaking  when  filled  with  very  fine  sand  to  a 
weight  equal  to  the  weight  of  the  contents  for  which  it  is  de- 
signed. The  test  should  be  made  by  dropping  successively, 
diagonally  from  the  heights,  1,  2,  3  and  4  ft.  onto  a  solid  con- 
crete or  stone  or  other  similar  solid  foundation. 

For  high-explosive  solids,  special  regulations  must  be  fol- 
lowed, and  these  specifications  are  not  intended  for  such  ship- 
ments. These  containers,  however,  are  suitable  for  both  in- 
flammable and  oxidizing  solids. 

For  export  shipments  of  extra  hazardous  solids  (not  high 
explosives)  the  following  specifications  should  be  followed  in 
making  metal  barrels  and  drums: 

SPECIFICATIONS  FOR  EXPORT  SHIPMENT  OF  EXTRA  HAZARDOUS 

SOLIDS 


Capacity — Pounds 
Xet  Weights 

Gauge — U.    S.    Stand- 
ard for  Heads 

Gauge — U.    S.    Stand- 
ard for  Body 

Not  over  112  pounds 

Not  less  than   20 

Not  less  than   20 

Over  112  but  not  over  210 

Not  less  than   18 

Not   less  than    18 

Over  210  but  not  over  410 

Not  less  than   16 

Not   less  than   16 

Xo  container  of  this  class  shall  contain  more  than  410  lbs. 
net  weight. 

Riveting,  sealing,  closing,  packing  and  drop  testing  shall 
be  done  in  the  same  manner  as  barrels  and  drums  for  solids. 

Regulations  of  Carriers,  Receivers  and  Transportation  Com- 
panies should  always  be  consulted  before  deciding  whether  such 
goods  are  acceptable  and  if  special  requirements  must  be  met. 


BALES 

Size  of  the  Bales.— The  size  of  the  bales  is  determined 
largely  by  the  dimensions  of  the  articles  baled.  However,  the 
following  rule  should  be  followed  whenever  possible: 

The    length    of    a    bale    should    be    twice    the    width 
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(APPROXIMATELY)     AXD    THE    HEIGHT    SHOULD    BE    A    LITTLE    LESS 
THAX   THE  WIDTH. 

This  will  facilitate  warehousing,  stowing,  handling  and  ship- 
ping. 

Care  should  be  taken  in  folding  and  forming  so  that  the 
articles  will  produce  a  bale  of  the  size  described  above,  both 
uniform  and  compact.  Articles  should  be  so  placed  as  to  leave 
no  voids  between  them.  Also,  they  must  be  placed  so  as  to 
avoid  lines  of  cleavage  by  laying  one  over  the  other,  thereby 
breaking  joints. 

Weight  of  the  Bales. — In  a  great  many  instances  the  weight 
will  be  determined  by  the  order  Avhich  will  state  the  maximum 
weight  allowed.  This  is  often  180  lbs.  Good  practice  is  to 
limit  the  weight  to  that  amount,  and  with  the  exception  of  raw 
materials  the  weight  should  not  exceed  300  lbs. 

Compression. — The  object  of  compression  is  to  reduce  the 
cubic  size.  The  safety  factor  of  compression  varies  with  dif- 
ferent commodities  and  the  maximum  pressure  should  be  such 
as  will  not  injure  the  contents.  Garments  will  safely  stand 
from  80  to  100  lbs.  per  square  inch,  depending  on  the  quantity 
and  kind  of  attachments,  such  as  buttons,  buckles,  etc. 

Fabricated  goods  without  hard  attachments.     100  to      300  lbs.  per  sq.  in. 

Piece  goods  will   stand  from    300  to   1,000  lbs.  per  sq.  in. 

Raw  materials  will  stand  from   1,000  to  4,000  lbs.  per  sq.  in. 

In  the  case  of  the  last  three  items  the  maximum  pressure  will 
necessarily  depend  on  the  kind. 

Such  pressure  should  be  applied  as  will  make  the  bales  hard 
and  compact  bales,  so  that  the  bands  will  always  be  in  tension. 

Interior  Protection. — Each  article,  or  bundle  of  articles,  or 
piece,  or  bolt  of  goods  should  be  wrapped  separately  in  good 
paper  and  rewrapped  in  expansive  baling  paper,  waterproofed 
by  any  process  that  will  not  soil  goods  through  the  paper  wrap- 
ping, and  having  a  stretch  of  30  per  cent  one  way  and  10  per 
cent  the  other.  The  test  for  waterproofing  qualities  is  the  ability 
of  the  paper  to  withstand  a  column  of  water  three  inches  high 
for  three  days.  Paraffined  and  asphalted  expansive  paper  is 
usually  used,  but  great  care  must  be  exercised  in  the  use  of 
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asphalted  paper,  as  it  often  soils  goods.    Paper  made  waterproof 
by  the  paraffin  process  is  the  best. 

'The  paper  should  be  100  per  cent  sulphate  kraft,  and  of  a 
weight  of  60  lbs.  per  ream  of  480  sheets  when  the  sheets  are 
24  by  36  in. 

The  size  of  the  paper  used  in  protection  will  be  governed  by 
the  size  of  the  articles  wrapped.  The  bundles  or  bolts  should 
be  tied  with  light  string,  sufficient  in  strength  only  to  hold  the 
paper  in  place. 

Over  the  top  and  under  the  bottom  of  the  arranged  bundles 
or  bolts  of  goods  should  be  laid  two  sheets  of  expansive  baling 
paper  as  called  for,  and  in  the  case  of  high  priced  articles  a 
sheet  of  oilcloth  should  be  used  in  addition  to  the  paper.  A 
further  protection  of  using  a  sheet  of  thick  black  baling  tar- 
paulin is  frequently  necessary.  When  the  latter  is  used  the  oil- 
cloth may  be  omitted,  but  several  layers  of  paper  must  be  sub- 
stituted to  prevent  the  tar  from  penetrating  into  the  goods 
should  the  bale  be  exposed  to  much  heat  such  as  is  encountered 
in  tropical  shipments.  These  layers  of  expansive  paper,  oil- 
cloth and  tarpaulin  are  folded  against  the  sides  and  ends  of  the 
bale,  the  top  overlapping  the  bottom  layers  alternately. 

To  protect  such  goods  as  might  contain  eggs  of  insects,  an 
insecticide  should  be  sprinkled  throughout. 

The  corners  of  the  bales,  under  the  bands,  should  be  pro- 
tected by  baling  boards  made  of  fiber,  .060  in.  thick,  bent  into 
a  right  angle  with  not  less  than  4  in.  legs  and  the  width  of  the 
bale  in  length,  i.e.,  each  board  is  approximately  10  in.  wide  and 
as  long  as  the  bale  is  wide.  This  prevents  the  sinking  in  of  the 
bands. 

Exterior  Protection. — Each  bale  must  be  covered  with  bur- 
lap, a  sheet  over  the  top  and  a  sheet  under  the  bottom,  sufficient 
in  size  to  overlap  so  that  a  good  seam  can  be  made  across  the 
sides  and  ends.  Pieces  of  burlap  may  be  used  to  fit  the  end 
sewing  all  along  the  edge  of  the  end  as  well  as  across  the 
sides. 

The  burlap  should  weigh  at  least  10  oz.  to  a  lineal  yard 
when  40  in.  wide. 

The  sewing  should  be  done  with  at  least  three  ply  linen  or 
other    quality    of    equal    grade    in    strength    and    durability. 
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Stitches  must  be  not  more  than  iy2  in.  long,  and  each  stitch 
should  be  tightly  knotted. 

Around  the  bale,  after  compressing,  there  should  be  stretched 
with  a  mechanical  stretcher,  a  sufficient  number  of  cold-rolled 
unannealed  steel  bands,  galvanized  to  prevent  rust,  not  less  than 
%  in.  wide  and  .020  in.  thick. 

The  number  of  bands  to  be  used  is  determined  by  the  size 
and  weight  of  the  bale. 

The  bands  must  not  be  more  than  4  in.  apart,  center  to  center, 
and  at  least  one  band  should  be  used  for  every  50  lbs.  of  weight. 

The  bands  must  be  fastened  at  their  ends  by  a  seal  or  buckle 
that  will  hold  at  least  a  pull  of  500  lbs.  (breaking  strength). 

Should  the  baler  desire  to  use  fewer  bands  and  should  the 
commodity  permit,  he  may  do  so,  provided,  however,  that  the 
relative  proportion  of  strength  of  the  bandings  is  maintained 
and  at  least  four  bands  are  used. 

Banding  keeps  the  bale  in  compression  and  thus  makes 
smaller  packages  for  the  same  contents. 

General  Suggestions. — There  are  a  few  instances  where 
raw  materials  and  goods  to  be  converted  can  be  shipped  without 
any  interior  or  exterior  protection  other  than  compression  or 
banding. 

"When  bales  weigh  over  300  lbs.,  wider  and  heavier  banding 
must  be  used,  banding  to  be  in  proportion  to  the  weight  of  the 
bale  to  300  lbs.  (increasing  the  strength  of  the  bands  in  that 
proportion). 

PARCEL  POST 

Note:  This  article  deals  only  with  the  packing  of  Parcel 
Post  Packages.  For  Regulations,  Prohibitions,  Observations, 
Custom  Declarations,  Places  of  Destination,  and  other  matters 
of  information  consult  Circulars  111,  112,  113,  and  77.  which 
give  all  the  requirements  of  the  U.  S.  Post  Office  Department. 

Size  of  the  Package. — Greatest  length  (unless  specifically 
noted  otherwise) — 3  ft.  6  in.  Greatest  length  and  girth  com- 
bined (unless  specifically  noted  otherwise) — 6  ft. 

Weight  of  the  Packages  (Gross). — For  Ecuador,  Mexico, 
Panama  and  Salvador  (maximum) — 20  lbs. 
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For  Argentina,  Brazil,  Honduras,  Bulgaria,  Colombia — 22  lbs. 
For  Guatemala,  Nicaragua,  Peru,  Roumania,  and  China — 22 
lbs. 

For  other  countries  (where  P.P.  shipment  is  allowed) — 11  lbs. 

Interior  Protection. — Such  articles  as  are  not  prohibited 
should  be  wrapped  (even  if  in  cartons  or  boxes)  in  waterproof 
expansive  paper  and  tied  with  string  fastened  with  a  loop  knot. 
Articles  may  be  in  boxes  if  these  boxes  have  sliding  or  friction 
covers  not  sealed  (except  as  specifically  noted).  Each  article  in 
its  container  should  be  rigidly  and  tightly  packed  so  that  it  will 
not  jar  or  become  loose. 

The  tighter  the  articles  are  packed  the  less  is  the  hazard  of 
breaking  and  destroying  the  container. 

Such  articles  (called  soft)  as  socks,  yarns,  underwear,  cloth- 
ing, etc.,  should  be  folded  uniformly  and  tied  with  string 
fastened  with  loop  knots,  and  then  wrapped  in  waterproof  ex- 
pansive paper,  retied  with  string  fastened  with  loop  knot. 

All  articles  should  fit  tightly  into  their  outside  cover  or  con- 
tainer and  their  "tightness"  should  be  held  by  tying  with  string. 

All  tying  with  string  should  be  done  around  the  ends  and 
sides  at  least  once  and  around  the  top,  bottom  and  sides  at  least 
twice,  following  the  design  given  below: 


Fig.  36.— Parcel    Post   Package 

Where  the  strings  cross  each  other  a  friction  knot  should  be 
used  (not  a  tight  knot)   following  the  design  below. 


Fig.  37.— Friction  Knot 


All  articles  must  be  so  wrapped  or  enclosed  that  their  con- 
tents can  be  easily  examined  by  postmasters  and  customs  officials. 
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Loop  knots,  folded  paper  and  friction  knots  can  be  and  are  easily 
replaced.  No  sealing  is  allowed,  nor  will  packages  sealed  be  re- 
ceived except  for  Panama,  Italy  and  Argentina.  Nailing,  screw- 
ing or  sewing  may  be  used  in  closing  a  package,  provided,  how- 
ever, it  is  done  after  presentation  at  the  post  office  for  observa- 
tion.    This  applies  as  well  to  both  inside  and  outside  containers. 

Exterior  Protection. — Regulations  require  "Every  parcel 
must  be  securely  and  substantially  packed,  so  that  it  can  be 
safely  transmitted  in  the  ordinary  mail  sacks." 

After  the  articles  are  protected  as  described  for  interior  pro- 
tection they  are  made  up  into  a  package  and  wrapped  with  two 
sheets  of  waterproof  expansive  paper,  folded  twice  along  the 
closing  edge  at  top  and  with  the  ends  folded  down  and  across, 
the  pointed  end  thus  formed  folded  over  and  then  up,  and  tied 
with  string  fastened  with  a  loop  knot,  sufficiently  tight  to  hold 
the  package  for  its  outside  cover  or  to  be  put  into  an  outside 
container. 

The  parcel  is  then  wrapped  with  a  piece  of  either  burlap, 
osnaburg,  sheeting,  combination  of  paper  and  cloth,  two  thick- 
nesses of  heavy  waterproof  kraft  paper  not  less  in  weight  than 
what  is  known  as  No.  60  or  Duplex  waterproof  wrapping  paper 
strengthened  with  either  cords  or  wire.  Whatever  the  fabric  or 
combination  used  it  should  have  at  least  a  resistance  of  120  lbs. 
per  square  inch  Mullen  Test. 

This  is  then  tied  with  string,  twine  or  cord  made  of  a  fiber 
that  is  not  weakened  by  wetting,  with  a  tensile  strength  of  not 
less  than  100  lbs.  It  should  be  tied  at  least  once  around  the 
sides  and  ends,  at  least  once  around  the  top,  bottom  and  ends, 
and  at  least  twice  around  the  longitudinal  axis  of  parcel  (top, 
bottom  and  sides).  Where  the  twine  or  cords  cross  each  other 
a  friction  knot  should  be  used.  (See  design  on  page  167.)  The 
ends  should  be  fastened  with  a  loop  knot,  with  the  end  of  the 
twine  tucked  through  the  loop,  so  that  the  loop  knot  will  not 
slip  and  yet  the  knot  can  be  easily  untied  for  examination. 

Should  the  nature  of  the  contents  require  an  outside  stiffer 
container,  or  if  the  contents  are  many  small  packages,  a  box 
should  be  used,  made  either  of  wood,  fiber  board,  pulp  board, 
millboard,  or  double-faced  corrugated  straw  board.  If  of  wood, 
the  wood  should  be  very  light,  preferably  bass  wood  or  white 
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pine,  or  at  least  equal,  and  if  of  lock  corner  or  dovetail  con- 
struction, with  all  the  joints  glued.  Ends  not  less  than  %  in. 
thick  and  sides,  top  and  bottom  Via  in.  minimum  thickness  should 
dress  both  sides.  Where  nailed,  coated  nails  should  be  used 
of  the  size  known  as  three  penny. 

Fiber  board  or  pulp  board  used  in  making  boxes  must  be  not 
less  than  three  ply,  all  plies  firmly  glued  together  and  the  outer 
layer  waterproof;  no  single  ply  less  than  0.02  in.  thick.  All 
boxes  to  be  made  of  one  piece. 

When  made  up  into  boxes  the  thickness  of  the  sides,  top  and 
bottom  and  ends  must  not  be  less  than  0.10  in.,  having  a  re- 
sistance of  275  lbs.  to  the  square  inch,  Mullen  Test. 

The  heads  (end)  of  all  such  boxes  must  be  formed  of  four 
laps  of  length  within  three-eighths  of  an  inch  of  the  short  dimen- 
sion of  the  head  for  one  pair  of  flaps,  the  other  pair  must  meet 
within  six  inches.  In  making  boxes  the  material  must  be  creased 
at  the  folds,  not  cut.  The  side  lap  must  be  iy2  in.  wide,  either 
double  stitched  or  glued  and  stitched,  stitching  of  %  in.  flat 
wire  not  over  2%  in.  apart.  Riveting,  if  superior  in  strength  to 
wire  stitching,  may  be  used. 

When  solid  fiber  millboard  is  used  in  making  boxes  it  must 
be  50  per  cent  sulphate  fiber  and  not  less  than  0.08  in.  in  thick- 
ness, and  having  a  resistance  of  not  less  than  320  lbs.  to  the 
square  inch,  Mullen  test,  and  must  be  waterproof  throughout. 
All  boxes  are  to  be  made  of  one  piece. 

When  made  up  into  boxes  it  must  be  made  of  one  piece,  the 
side  lap  must  be  at  least  1  in.  wide,  and  single  stitched  and 
glued  with  %  in.  flat  wire  not  over  1%  in.  apart. 

The  heads  (or  ends)  must  be  formed  of  four  flaps  at  least 
one  opposite  pair  meeting  at  the  center  and  the  other  opposite 
pair  not  over  6  in.  apart  at  meeting.  Riveting  of  superior 
strength  to  wire  stitching  may  be  used. 

When  double  faced  corrugated  strawboard  is  used  for  boxes 
it  must  be  made  of  inner  and  outer  facings  of  fiber  or  pulp 
board,  both  faces  having  proper  bending  qualities  and  firmly 
glued  to  a  corrugated  sheet  and  with  the  outer  facings  water- 
proof. Each  of  these  facings  must  be  at  least  0.018  in.  thick  and 
each  with  a  resistance  of  85  lbs.  to  the  square  inch,  Mullen  Test, 
and  the  combined  board  not  less  than  200  lbs.  to  the  square  inch. 
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Each  double-faced  corrugated  strawboard  box  must  be  made 
of  one  piece  of  material;  the  edge  connection  of  the  side  must 
be  close  fitting  and  flush  edge,  and  secured  by  gluing  with  a 
single  cloth  sealing  strip  not  less  than  2  in.  wide,  with  a  re- 
sistance of  120  lbs.  to  the  square  inch,  Mullen  Test,  and  extend- 
ing the  entire  length  of  the  box.  Two  strips  may  be  used — one 
outside  and  one  inside,  provided  the  two  are  of  equal  strength 
to  the  one  called  for,  and  the  width  is  not  less  than  2y2  in.  out- 
side and  iy2  in.  inside. 

There  must  be  an  inner  lining  or  mantle  of  double-faced  cor- 
rugated strawboard  arranged,  constructed  to  fit  the  box  closely, 
made  of  one  piece  double-faced  corrugated  strawboard  with  side 
lap  not  less  than  214  in.  wide  also  with  four  head  laps  1%  in. 
wide  mitered  corners  at  each  end  of  the  mantle.  The  material 
of  this  mantle  must  have  a  resistance  of  175  lbs.  to  the  square 
inch,  Mullen  Test,  for  the  combined  board. 

The  heads  (or  ends)  must  be  formed  with  four  flaps,  one 
opposite  pair  butting  at  center  line  of  head  and  the  other  pair 
not  over  6  in.  apart  in  meeting  one  head  of  the  boxes  (either 
fiber  board,  pulp  board,  solid  fiber,  mill  board  or  double-faced 
corrugated  strawboard)  must  be  left  unsealed  except  on  packages 
for  Italy,  Argentina  and  Panama  and  the  other  head  must  be 
closed  by  use  of  glue  coated  on  the  entire  contact  surfaces. 

Boxes  of  fiber  board,  pulp  board,  solid  millboard  and  corru- 
gated strawboard  may  be  made  up  by  the  above  methods  called 
one-piece  or  by  two-piece  or  three-piece  construction  provided, 
however,  the  material  used  conforms  to  the  same  specifications  as 
far  as  strength  and  thickness  is  concerned,  together  with  the  use 
of  the  inside  mantle. 

The  method  of  construction  may  be  of  any  of  the  usually  ac- 
cepted methods  provided  the  joints  are  made  by  tapping,  stitch- 
ing and  gluing  as  called  for  in  one-piece  construction. 

Boxes  of  other  material  may  be  used  provided  the  completed 
box  is  of  su])erior  strength  to  boxes  herein  described. 

Metal  may  be  substituted  for  material,  but  great  care  must 
be  used  to  have  the  corners  so  made  that  the  corners  or  other 
part  of  the  boxes  will  not  injure  other  packages  when  in  contact. 

Bags  of  cloth  must  be  of  fabric  closely  woven  to  prevent  con- 
tents sifting  and  of  a  strength  not  less  than  200  lbs.  to  the 
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square  inch,  Mullen  Test  (this  is  not  a  test  for  tensile  strength). 

They  must  be  tied  with  a  loop  knot,  the  end  of  the  string 
tucked  through  the  loop  so  that  the  loop  knot  will  not  slip  and 
vet  the  knot  can  be  easily  untied  for  examination. 

Marking.— Each  package  should  be  plainly  marked  in  ink, 
giving  the  full  name  and  full  address  of  consignee.  It  should 
bear  the  words  "Parcel  Post"  in  the  upper  left-hand  corner  of 
the  side  containing  the  name  of  the  consignee  also  the  name  and 
address  of  the  consignor  in  a  place  under  the  word  FROM— 
on  the  same  side,  but  away  from  the  name  of  consignee  so  that 
no  confusion  will  arise.  Customs  declarations  must  be  made  on 
a  form  tag  furnished  by  the  department,  firmly  attached  to  the 
parcel  but  not  fastened  or  tied  in  a  manner  to  seal  the  package. 

In  addition  to  being  tied  to  the  package  it  must  be  bound 
under  the  strings  enclosing  package. 


CHAPTER  XV 
MARKING 
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WAPE  IN  CEYLON 

Fig.  38. — Examples   of   Marking 

Need  of  Shipping"  Marks. — In  order  to  enable  the  importer, 
the  customs  authorities  and  the  steamship  clerks  to  identify  the 
packages,  all  shipments  are  marked  and  numbered  with  symbols 
chosen  by  the  exporter  or  importer.  Symbols  are  used  instead 
of  writing-  out  the  name  and  address  of  the  consignee.  Identifi- 
cation is  made  more  easily  by  the  use  of  large,  prominent  symbols 
than  by  writing  the  full  name  and  address  of  the  consignee  in 
small  letters.  Furthermore,  the  symbols  do  not  disclose  the  name 
of  the  consignee.  "When  merchandise  is  stacked  on  a  steamship 
pier,  dock  clerks  can  examine  shipments  of  competitors  as  easily 
as  they  can  their  own.  If  the  packages  bore  the  name  and  ad- 
dress of  the  importer  competitors  would  have  little  difficulty  in 
obtaining  a  list  of  customers  of  their  competitors.  In  marking 
and  numbering  packages  it  is  essential  that  the  marks  and  num- 
bers conform  in  every  respect  to  those  written  in  the  commercial 
invoice,  the  consular  invoice,  the  bills  of  lading  and  the  other 
shipping  documents  used.  In  some  countries  the  importer  is 
subject  to  a  heavy  fine  if  the  marks  and  numbers  in  his  shipping 
documents  disagree  with  those  on  the  packages.  Containers 
should  always  be  numbered  consecutively.  If  the  weights  and 
contents  of  all  of  the  packages  of  a  shipment  are  uniform,  num- 
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bering  is  unnecessary.  If  the  weights  are  irregular  and  if  the 
shipment  is  composed  of  more  than  one  commodity,  the  con- 
tainers should  he  numbered  and  a  packing  list  attached  with  an 
itemized  list  of  the  gross  weight,  the  legal  weight,  the  net  weight 
and  the  cubic  measurements  of  each  package. 

Instructions  for  Marking. — The  marks  placed  on  the  con- 
tainer are  the  identifying  symbol  of  either  the  exporter  or  im- 
porter. Underneath  the  symbol  is  the  name  of  the  port  of  des- 
tination. Below  the  port  mark  is  the  number  of  the  package. 
The  number  of  the  package  should  never  be  placed  above  the 
port  mark  because  any  mark  above  the  name  of  the  port  is  con- 
sidered part  of  the  symbol.  In  most  instances  importers  give 
their  shippers  explicit  instructions  about  the  symbols  to  be  used 
and  it  is  of  vital  importance  that  the  exporter  comply  with  these 
instructions  in  every  detail.  Frequently  the  consignee  has  pur- 
chased other  articles  from  other  exporters  and  if  through  an 
error  different  shipments  bear  the  same  marks  and  numbers,  the 
importer  is  seriously  inconvenienced  and  frequently  subject  to 
a  fine. 

Below  the  number  of  the  package  the  exporter  should  stencil 
the  gross  weight,  the  legal  weight,  the  net  weight  and  the  cubic 
measurements  of  the  package  in  the  system  of  measurements 
used  in  the  country  of  destination.  In  South  America  where  the 
metric  system  is  used  exclusively  it  is  a  source  of  annoyance  to 
importers  if  packages  are  marked  in  pounds. 

Size  of  the  Marks. — The  port  mark  should  be  in  large, 
clear  letters.  Steamers  frequently  call  at  more  than  one  port 
and  stevedores  stow  goods  according  to  the  port  of  destination. 
The  letters  stencilled  on  the  packages  should  be  from  two  to 
three  inches  high  and  should  extend  from  twelve  to  fifteen  inches 
across  the  package.  It  is  inadvisable  to  state  the  contents  of 
the  package  on  the  container  because  of  the  incentive  to  theft 
and  pilferage.  Exporters  should  not  mark  their  packages 
"Handle  with  Care,"  "This  Side  Up,"  "Keep  Dry"  and 
"Fragile."  Such  marks  have  no  appreciable  effect  on  long- 
shoremen who  are  not  accustomed  to  handle  merchandise  care- 
fully. If  the  exporter  wishes  to  include  such  a  phrase  as  an 
added  measure  of  precaution  he  should  employ  the  language  of 
the  country  of  destination  as  well  as  the  English  language. 


174  EXPORTING  AND  IMPORTING 

Methods  of  Marking. — Packages  should  not  be  marked 
with  crayons,  tags  or  cards.  The  best  method  of  marking  is  the 
stencil.  Many  exporters  paint  the  marks  with  a  brush  and  in- 
delible ink.  Marks  should  be  permanent  and  easily  read  at  a 
glance.  They  should  also  be  ineradicable  so  as  to  withstand  rain 
or  sea  water  and  handling  or  abrasion.  The  stencil  is  better 
than  brush  and  paint  because  the  marks  are  clearer  and  there- 
fore more  legible.  If  second-hand  containers  are  used  the  ex- 
porter should  be  careful  to  obliterate  the  original  marks  in  order 
to  avoid  unnecessary  confusion. 

The  customs  regulations  of  many  countries  specify  the  type 
of  marking  which  must  be  used  on  all  shipments.  In  the  Argen- 
tine Republic  either  the  stencil  or  brush  and  paint  may  be  used, 
but  in  addition  to  the  symbols  of  identification  the  package  must 
be  marked  with  the  name  of  the  steamer  carrying  the  shipment. 
All  containers  must  be  marked  on  two  sides  in  order  to  avoid 
delay  in  passing  merchandise  through  the  Customs  House.  In 
Chile  all  marking  must  be  done  with  a  stencil.  Canada  requires 
that  packages  be  marked  with  the  country  of  origin  in  addition 
to  the  identification  symbols. 

Recently  the  United  States  Government  issued  a  bulletin  con- 
taining instructions  to  manufacturers  who  have  contracts  with 
governmental  departments.  An  extract  from  these  regulations 
follows : 


"All  markings  must  be  stencilled.  The  height  of  letters  shall  eon- 
form  to  the  size  and  character  of  package,  but  shall  not  be  less  than  % 
in.  except  when  the  boxes  are  so  small  that  the  use  of  %  in.  letters 
would  make  it  impossible  to  place  all  the  required  markings  on  the  end 
of  a  box.  Under  such  circumstances  the  Zone  Supply  Officer  making 
the  purchase  may  authorize  the  use  of  smaller  letters. 

"Use  only  United  States  Army  stencil  black  standard  paint  of  the 
following  composition : 

Pigment,  50  per  cent. 
Liquid,  50  per  cent. 
Pigment  shall  consist  of: 

Drop  black,  50  per  cent. 
Calcium  carbonate,  50  per  cent. 
Liquid  portion  shall  consist  of: 
Varnish,  70  per  cent. 
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Combined  dryer  and  thinner,  30  per  cent. 
The  thinner  shall  consist  of  turpentine  or  volatile  rnineial  spirits 

or  a  mixture  thereof. 

The  varnish  should  be  a  clear  spar  varnish. 

"Marks  shall  be  in  upright  position  on  the  package,  so  that  proper 
storage  will  be  made  with  relation  to  packing  of  contents  right  side  up. 

"Shipping  tags  shall  not  be  used  on  subsistence  supplies  in  place  of 
markings,  except  in  the  case  of  fresh  fruits  and  vegetables  for  domestic 
deliveri/,  when  their  use  is  permissible. 

"The  substitution  of  printed  labels  for  required  markings  has  not 
been  found  satisfactory  for  subsistence  supplies.  These  shall  never  be 
used  without  written  permission  from  the  Zone  Supply  Officer  making 
the  purchase  and  even  then  only  hi  the  case  of  small  boxes  not  return- 
able and  not  to  be  reused.  If  authorized  by  the  Zone  Supply  Officer, 
they  shall  be  marked  with  water-proof  ink  in  letters  not  less  than  *4  in. 
high.  At  least  two  labels  containing  all  markings,  should  be  glued  to 
each  package,  one  on  each  end.  Such  labels  to  be  made  of  sulphite 
paper,  sulphate  kraft  paper,  or  other  approved  paper,  and  should  be 
applied  with  hide  glue,  fish  glue  or  casein  glue.  After  being  glued,  the 
addressed  label  should  be  brushed  over  with  a  coating  of  formaldehyde. 

"No  advertising  matter  shall  appear  on  packages.  In  the  case  of 
domestic  boxes,  the  original  marks  may  be  left  on  commercial  packages. 
Trade-marks  shall  not  be  omitted  or  removed  from  packages." 

When  marking  packages  the  exporter  should  hear  in  mind, 
as  in  all  other  matters  pertaining  to  export  shipments,  that  he 
.must  consider  the  circumstances  applying  to  his  particular  ship- 
ment. The  general  suggestions  which  are  made  by  the  Depart- 
ment of  Commerce  and  by  trade  associations  cannot  be  valid  in 
all  instances.    They  can  serve  only  as  a  guide  to  the  exporter. 
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MARINE  INSURANCE 


CHAPTER  XVI 

GENERAL  ASPECTS 

Origin  of  Marine  Insurance. — Marine  insurance  exists  to 
protect  the  importer  or  exporter  against  the  financial  loss  which 
he  would  otherwise  suffer  if  his  merchandise  were  damaged  or 
lost  while  en  route  from  factory  or  warehouse  in  the  country  of 
origin  to  warehouse  in  the  country  of  destination.  Originally 
this  form  of  insurance  applied  to  water  carriage  only,  but  the 
expansion  of  international  trade  has  caused  the  insurance  com- 
panies to  extend  marine  insurance  to  overland  transportation, 
the  haul  from  the  railroad  car  or  warehouse  to  steamer,  and  the 
ocean  voyage.  Before  the  existence  of  marine  insurance  mer- 
chants engaged  in  foreign  trade  assumed  the  risk  of  loss  or 
damage  to  their  cargo.  They  bore  the  loss  when  a  vessel  was 
lost  or  if  the  merchandise  was  damaged.  As  early  as  the  fif- 
teenth century  there  was  a  class  of  business  men  who  were 
willing  to  underwrite  ocean  shipments  and  guarantee  the  ex- 
porters and  importers  against  accidental  loss  in  return  for  the 
payment  of  an  agreed  percentage  of  the  value  of  the  shipment. 
At  first  the  insurance  business  was  carried  on  by  individuals  who 
were  known  as  underwriters.  They  acted  independently  of  each 
other  and  made  a  business  of  insuring  shipments  on  different 
steamers.  In  England  the  underwriters  met  at  Lloyd's  Coffee 
House  in  London  and  agreed  upon  the  rates  of  insurance  to  be 
charged  for  different  kinds  of  merchandise.  If  a  merchant  had 
cargo  valued  at  £10,000  he  would  go  to  Lloyd's  Coffee  House 
and  would  find  ten  or  twenty  men  who  would  each  be  willing 
to  assume  a  certain  portion  of  the  risk.  The  development  of 
marine  insurance  to  its  modern  form  was  very  rapid.  Lloyd's 
to-day  is  an  insurance  exchange  with  several  hundred  members, 
and  there  are  also  corporations  engaged  exclusively  in  the  busi- 
ness of  underwriting  marine  shipments. 

The   Insurance    Policy. — The    contract  which   the    shipper 
makes  with  the  underwriter  is  known  as  the  marine  insurance 
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policy.  In  it  are  set  forth  in  detail  the  rights  and  liabilities  of 
both  parties  to  the  contract.  The  terms  of  the  policy  vary  ac- 
cording to  the  requirements  of  the  individual  shipper,  but  the 
general  principles  underlying  marine  insurance  are  sufficiently 
broad  to  apply  to  almost  all  cases.  Marine  insurance  is  intended 
to  protect  the  merchant  (known  as  the  "assured")  against  acci- 
dental damage  to  or  loss  of  his  merchandise  and  not  against 
damage  or  loss  due  to  the  inherent  nature  of  the  goods,  inferior 
packing,  negligence  in  handling  the  merchandise  or  the  general 
wear  and  tear  to  which  shipments  are  subjected. 

The  Insurance  Broker. — The  contract  of  insurance  can  be 
made  either  directly  with  an  insurance  company  or  through  an 
intermediary  known  as  the  insurance  broker.  Many  shippers  se- 
cure a  policy  direct  from  the  insurance  company  and  transact 
all  of  their  business  with  the  company  or  its  resident  agent. 
Other  shippers  use  the  services  of  a  broker  in  securing  their 
insurance  policy  and  in  insuring  individual  shipments  under  this 
policy.  Marine  insurance  is  a  very  complex  business  and  there 
is  a  multitude  of  small  technicalities  with  which  the  average 
merchant  is  not  familiar.  Firms  which  do  an  extensive  export 
and  import  business  frequently  have  on  their  staff  a  man  whose 
sole  duty  is  to  take  charge  of  their  insurance.  Smaller  organi- 
zations do  not  employ  any  one  to  attend  to  the  insuring  of  ship- 
ments. Consequently  in  order  to  secure  the  services  of  an  expert 
in  marine  insurance  they  make  use  of  the  broker.1  There  are 
many  advantages  to  placing  insurance  through  a  broker.  The 
broker  specializes  in  the  insurance  business  and  therefore  knows 
thoroughly  the  technicalities  of  insurance.  The  large  volume  of 
insurance  handled  by  a  broker  enables  him  to  secure  concessions 
from  the  underwriters  which  they  would  be  unwilling  to  grant 
an  individual  shipper  whose  business  would  not  mean  as  much 
to  them.  A  careful  broker  continually  examines  the  policies  of 
his  clients  and  advises  them  from  time  to  time  about  making 
changes  in  order  to  protect  their  interests.  The  broker  keeps  a 
record  of  those  steamers  which  are  seaAvorthy  and  those  which 

i  Frequently  even  the  large  export  and  import  houses  place  their  in- 
surance through  the.  broker  even  though  they  employ  a  clerk  familiar  with 
the  principles  of  marine  insurance. 
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should  not  be  used.    He  knows  the  rates  charged  by  competitive 
companies  and  can  tell  the  shipper  if  he  is  paying  too  much. 

There  are  no  disadvantages  to  using  a  responsible  and  effi- 
cient broker.  The  insurance  company  pays  the  broker  a  com- 
mission which  does  not  exceed  10  per  cent  of  the  amount  of  the 
premiums.  No  charge  devolves  upon  the  shipper.  The  insur- 
ance companies  do  not  object  to  brokers  and  frequently  prefer 
to  do  their  business  through  them  rather  than  deal  direct  with 
the  holders  of  the  policies. 

An  incident  which  took  place  during  the  recent  war  caused 
an  American  shipper  to  transfer  his  policy  to  an  insurance 
broker  instead  of  continuing  to  deal  direct  with  the  underwriters. 
The  German  submarine  warfare  sank  many  of  the  cargo  carry- 
ing vessels  and  as  a  result  there  was  a  great  shortage  of  freight 
space.  All  available  steamers  were  pressed  into  service.  Many 
of  these  were  far  from  seaworthy.  On  one  particular  shipment 
going  from  New  York  to  Havre  the  rate  charged  was  5  per  cent. 
This  was  about  fifteen  times  as  much  as  the  rate  applying  to 
first  class  vessels.  The  exporter  paid  the  underwriters  after  a 
slight  protest  and  happened  to  mention  the  matter  casually  to 
one  of  the  insurance  brokers  a  short  time  afterward.  To  his 
astonishment  he  learned  that  he  could  have  secured  a  rate  of 
3  per  cent  from  a  competing  insurance  company.  A  close  exami- 
nation of  the  policy  by  the  broker  was  readily  allowed  and  re- 
vealed many  defects  which  were  promptly  remedied.  It  is  need- 
less to  say  that  the  broker  had  no  difficulty  in  securing  the  busi- 
ness of  this  shipper. 

The  broker  is  paid  by  the  insurance  company ;  the  shipper 
incurs  no  expense  and  at  the  same  time  secures  the  advice  of  an 
expert.  The  insurance  company  transacts  all  of  its  business  with 
the  broker  and  is  spared  the  many  annoyances  which  arise  in 
attempting  to  satisfy  some  one  who  knows  little  about  insurance. 
Many  an  underwriter  has  been  forced  to  refuse  an  unfair  de- 
mand of  a  client  and  has  thereby  aroused  distrust  and  ill  feel- 
ing. The  confidence  placed  in  the  broker  by  his  principal  is 
effective  in  preventing  the  assured  from  making  impossible  de- 
mands because  of  his  ignorance  of  insurance  problems. 

Liability  of  the  Insurance  Broker. — It  must  be  pointed  out, 
however,  that  although  the  broker   receives   his   compensation 
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from  the  underwriter  he  is  the  agent  of  the  assured.  It  is 
customary  for  the  broker  to  render  bills  to  the  shipper  and  then 
pay  the  insurance  company  the  amount  collected,  less  his  com- 
mission. Payment  to  the  broker  does  not  relieve  the  assured 
from  liability  for  premiums.  If  the  broker  goes  into  bankruptcy 
before  paying  the  underwriter,  the  insurance  company  can  col- 
lect the  premiums  due  from  the  assured  in  spite  of  the  fact  that 
payment  has  already  been  made  to  the  broker.  To  protect  him- 
self the  merchant  should  place  his  insurance  through  a  well- 
established  brokerage  firm.  Many  brokerage  houses  deposit  all 
of  the  premiums  collected  in  a  trust  fund  which  is  not  available 
to  their  creditors  in  case  of  bankruptcy.  This  in  itself  acts  as 
insurance  to  the  shipper  that  he  will  not  be  called  upon  to  pay 
his  premiums  a  second  time. 

THE  MARINE  INSURANCE  POLICY 

No  Standard  Form  of  Insurance  Policy. — In  the  United 
States  a  standard  form  of  marine  insurance  policy  has  not  been 
established  by  law.  Each  underwriter  has  adopted  his  own  form 
of  policy,  but  the  printed  forms  differ  only  slightly  and  the 
essential  features  of  all  are  almost  the  same.  The  peculiar  char- 
acteristics of  various  types  of  merchandise  make  it  impossible  to 
set  forth  the  terms  of  any  one  policy  as  applicable  to  all  import 
or  export  trade.  There  are  certain  standard  clauses  which  are 
always  used  and  which  must  be  understood  by  any  one  who 
wishes  to  have  a  knowledge  of  the  fundamentals  of  marine 
insurance.  In  the  United  States  custom  has  done  what  the  law 
has  not,  and  has  created  a  policy  which  can  be  used  as  a  stand- 
ard. The  printed  portion  of  the  policies  is  in  the  main  the  same 
to-day  as  it  was  years  ago  but  many  of  the  typewritten  clauses 
attached  to  the  printed  form  are  an  integral  part  of  the  marine 
insurance  policy.  These  clauses  are  used  by  nearly  all  of  the 
underwriters.  Furthermore,  typewritten  clauses  are  frequently 
attached  to  the  policy  after  it  has  been  issued  in  order  to  meet 
new  requirements  which  have  arisen.  These  amendments  are 
known  as  "endorsements."  The  language  of  the  policy  is  not 
simple  throughout  and  an  analysis  of  the  most  important  clauses 
is  necessary  in  order  to  assure  a  complete  understanding  by  the 
shipper. 
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The  Open  Policy. — It  has  been  estimated  that  about  75  per 
cent  of  marine  insurance  is  placed  under  what  is  known  as  the 
"open  policy."  This  policy  is  issued  by  the  company  to  insure 
the  merchant  against  loss  or  damage  on  all  of  his  shipments 
within  certain  definite  geographical  areas.  The  contract  is 
usually  made  for  an  indefinite  period  of  time,  subject  to  cancella- 
tion by  either  party  upon  thirty,  sixty  or  ninety  days'  notice.  A 
few  contracts  are  issued  for  a  stated  length  of  time,  for  example, 
"one  or  two  years,"  without  the  right  of  cancellation  by  either 
party.  Under  the  open  policy  all  shipments  are  insured  and 
the  exporter  or  importer  is  only  required  to  notify  the  insur- 
ance company  of  the  name  of  the  steamer  and  the  value  of  the 
cargo,  as  soon  as  such  information  is  received  by  him.  In  order 
to  protect  themselves  many  insurance  companies  state  in  the  poli- 
cies the  maximum  value  which  they  will  insure  on  any  one 
steamer.2 

Policies  Covering  Individual  Shipments. — Merchants  whose 
foreign  trade  does  not  warrant  the  issuance  of  an  open  policy 
secure  policies  covering  their  individual  shipments.  These  poli- 
cies include  most  of  the  clauses  which  are  found  in  the  customary 
open  policy  as  well  as  the  clauses  applying  to  the  particular 
type  of  merchandise  shipped. 

2  A  few  companies  place  no  limit  on  the  amount  of  insurance  which 
they  will  issue  to  a  shipper  on  a  single  steamer.  This  is  true  mostly  of 
open  policies  issued  some  time  ago.  Eecently  nearly  all  underwriters  have 
stated  in  the  open  policy  the  maximum  amount  they  will  insure. 


CHAPTER  XVII 
ANALYSIS  OF  THE  POLICY 

LIABILITIES  OF  THE  STEAMER 

The  Three  Principal  Factors  of  Shipping. — There  arc  three 
different  interests  in  all  foreign  shipments  and  all  of  the  three 
have  their  responsibilities  as  well  as  their  rights  and  compensa- 
tions. These  interests  are  the  merchant,  the  carrier  and  the 
underwriter.1  (These  three  factors  must  not  be  confused  with 
the  three  interests  in  general  average  adjustments,  namely,  ship, 
freight  and  cargo.  See  page  203.)  The  rights  and  liabilities  of 
each  of  the  three  are  separated  as  much  as  possible  but  the  dis- 
tinction is  not  as  complete  as  might  be  wished  and  occasionally 
disputes  arise  in  the  attempt  to  place  responsibility  for  loss  of 
or  damage  to  cargo.  Custom  and  legislation  have  both  played 
an  important  part  in  determining  liability.  The  freight  eon- 
tracts  between  the  merchant  and  the  steamship  operators,  and 
the  marine  insurance  policy  both  state  the  duties  of  the  three 
interests  but  these  two  contracts  overlap  or  conflict  in  many 
details  because  each  party  naturally  wishes  to  avoid  any  lia- 
bilities which  it  thinks  should  attach  to  the  other  two.  The 
chapter  on  steamship  bills  of  lading  considers  in  detail  the 
rights  and  liabilities  of  the  steamers  and  the  steamship  operators, 
but  before  discussing  the  obligations  of  merchant  and  insurance 
underwriters  it  will  be  well  to  review  the  liabilities  of  the 
carrier. 

The  Harter  Act. — "Without  ships  foreign  trade  is  impos- 
sible.    Although  competition  was  to  a  certain  extent  successful 

1  The  underwriter  enters  as  an  interest  only  on  shipments  which  are 
insured.  Most  government  shipments  are  not  insured  and  in  a  few  in- 
stances merchants  carry  their  own  insurance  fund  instead  of  placing  in- 
surance with  a  company.  Most  foreign  shipments,  however,  are  insured  by 
the  exporter  or  importer.  It  must  also  be  borne  in  mind  that  liability  at- 
taches to  the  steamer  itself  and  that  the  operators  are  interested  only  in 
so  far  as  they  are  agents  of  the  steamer.     See  page  58. 
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in  forcing  the  steamship  companies  to  extend  their  services  and 
admit  liabilities  which  they  would  otherwise  avoid,  the  strength 
of  their  position  developed  in  them  a  certain  amount  of  inde- 
pendence. Most  steamship  companies  realized  that  in  union 
there  is  strength  and  therefore  adopted  bills  of  lading  which 
were  practically  uniform.  As  a  result  the  shipper  and  the  in- 
surance company  were  compelled  to  abide  by  the  terms  dictated 
by  the  steamship  companies.  Because  of  the  abusas  which  arose 
from  the  strength  of  the  steamship  operators  the  Harter  Act 
was  passed.  By  it  Congrass  attempted  to  define  the  rights  and 
liabilities  of  the  ocean  carriers.  Although  the  act  is  to-day  con- 
sidered by  many  to  be  imperfect  it  is  nevertheless  the  dominant 
factor  governing  the  importer  and  exporter  and  the  steamship 
company. 

The  Harter  Act  in  its  entirety  is  included  in  the  chapter  on 
bills  of  lading.  It  states  in  brief  that  the  steamship  company 
must  properly  equip,  man  and  provision  a  vessel  and  in  all  re- 
spects make  it  seaworthy,  so  that  it  can  perform  the  intended 
vo3rage.  The  steamship  company  is  liable  for  loss  or  damage 
arising  from  negligence,  fault  or  failure  in  proper  loading,  stow- 
age, care  or  proper  delivery  of  merchandise  or  the  property  com- 
mitted to  its  care.  It  cannot  legally  include  in  its  bill  of  lading 
clauses  which  will  relieve  it  from  the  foregoing  responsibilities.2 
On  the  other  hand,  if  the  steamship  company  fulfills  its  obliga- 
tions as  set  forth,  it  is  not  liable  for  losses  arising  from  the 
perils  of  the  seas,  acts  of  God  or  of  public  enemies,  inherent  de- 
fects of  the  cargo  or  of  the  packages,  or  from  any  negligence  on 
the  part  of  the  shipper  or  owner  of  the  merchandise.  The  steam- 
ship company  is  furthermore  allowed  to  risk  the  cargo  in  an 
attempt  to  save  life  or  property  at  sea,  and  Is  permitted  to 
deviate  from  the  intended  voyage  in  an  attempt  to  render  such 
service.  These  regulations  are  sufficiently  broad  to  permit  dif- 
ferent interpretations  and  each  party  reads  into  the  act  the  mean- 
ing most  favorable  to  itself.  Certain  exemptions  which  are  ac- 
corded to  the  steamship  company  are  insurable  and  the  merchant 

2  In  spite  of  this  clause  many  steamship  companies  do  include  in  their 
bills  of  lading  clauses  which  will  relieve  them  from  their  legal  responsi- 
bilities, but,  if  litigation  is  brought  against  the  steamer,  these  clauses 
would  not  constitute  a  valid  defense. 
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can  protect  himself   against   loss  from  these   contingencies  by 
insurance. 

OBLIGATIONS  OF  THE  MERCHANT 

Durable  Packing  Required. — From  this  brief  summary  of 
the  Harter  Act  it  is  seen  that  in  the  first  place  the  exporter  must 
deliver  his  shipment  to  the  steamer  in  proper  condition  to  with- 
stand the  hardships  of  an  ocean  voyage.  It  is  difficult  to  prove 
that  a  particular  type  of  package  is  insufficient,  but  if  the  in- 
surance company  receives  repeated  claims  for  breakage  and  the 
surveyors  report  that  the  packing  was  weak,  the  claims  may  not 
be  allowed  by  the  insurance  company.  Likewise,  if  the  dock 
clerks  of  a  steamship  company  report  that  the  containers  were 
unsatisfactory  the  steamship  company  will  refuse  to  pay  claims 
for  careless  handling.  It  is  true  that  in  many  instances  in- 
surance underwriters  do  allow  claims  arising  from  damage  due 
to  weak  packing.  Such  claims  are  paid  only  under  pressure  and 
the  underwriters  frequently  increase  their  rates  because  of  the 
additional  risk  involved.  Furthermore,  the  exporter  must  state 
correctly  in  his  bill  of  lading  the  exact  quantity  of  his  merchan- 
dise and  in  his  insurance  policy  both  the  quantity  and  the  value 
of  the  shipment.  Intentional  misstatements  make  the  shipper 
guilty  of  fraud  and  subject  to  penalty  under  the  law. 

Information  Required  by  the  Underwriters. — When  a  mer- 
chant applies  for  either  an  open  policy  to  cover  all  of  his  ship- 
ments or  a  policy  to  cover  a  specific  shipment  it  is  incumbent 
upon  him  to  give  the  insurance  company  detailed  and  accurate 
information  about  the  shipments  to  be  insured.  It  is  of  the 
utmost  importance  that  the  applicant  state  truthfully  all  of  the 
facts  pertaining  to  his  foreign  trade.  The  questions  asked  by 
the  insurance  company  are  usually  general  in  character  and  the 
assured  should  therefore  volunteer  information  peculiar  to  his 
business  which  is  not  asked  for  in  the  formal  application  blanks 
supplied  by  the  underwriters. 

Implied  Warranty  of  Interest  in  the  Shipment. — Xo  one  is 
permitted  to  insure  a  shipment  unless  he  has  a  definite  insurable 
interest.  Speculation  in  the  form  of  insuring  a  shipment  on 
the  possibility  of  loss  or  damage  is  illegal.    The  insurance  policy 
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does  not  contain  a  clause  stating  that  the  holder  must  have  an 
insurable  interest.  The  fact  that  the  insurance  is  applied  for 
constitutes  an  implied  warranty  of  the  assured  to  this  effect. 
Exporters  and  importers  are  allowed  to  insure  shipments  which 
they  have  sold  and  purchased.  Banks  are  permitted  to  insure 
shipments  on  which  they  have  advanced  money.  Freight  for- 
warders may  secure  an  open  policy  for  the  benefit  of  their 
clients  who  instruct  them  to  place  insurance  on  shipments  han- 
dled by  them.  Policies  may  be  issued  in  the  name  of  a  third 
party  who  has  no  interest  in  the  shipment  but  whose  name  is 
used  in  order  to  conceal  the  identity  of  one  of  the  parties  at 
interest.  This  procedure  is  often  requested  by  importers  who 
endorse  the  shipping  documents  over  to  their  customers  but  who 
do  not  wish  their  customers  to  know  their  sources  of  supply. 
All  who  will  suffer  through  loss  of  or  damage  to  a  shipment  are 
allowed  to  take  out  insurance. 

Notices  to  Underwriters  About  Shipments. — One  of  the 
most  advantageous  features  of  the  open  policy  is  the  broad  pro- 
tection given  to  an  importer  who  insures  under  it  his  purchases 
in  foreign  markets.  Although  it  is  customary  for  exporters  to 
cable  their  customers  the  name  of  the  steamer  and  the  quantity 
of  merchandise  that  has  been  shipped  as  soon  as  the  shipment 
has  been  effected,  this  information  is  frequently  not  received  by 
the  importer  until  some  time  after  the  goods  have  gone  forward. 
In  other  cases  merchandise  is  shut  out  of  one  steamer  and  for- 
warded on  another.  The  importer  does  not  learn  of  this  until 
after  the  cargo  is  afloat.  In  order  to  protect  the  assured,  the 
underwriters  agree  to  cover  all  shipments  made  to  him  on  the 
condition  that  the  importer  notifies  the  insurance  company  as 
soon  as  he  learns  the  value  of  his  goods  and  the  name  of  the 
steamer  carrying  them.  As  a  rule  the  cable  declaration  gives  the 
name  of  the  vessel  and  the  quantity  of  the  merchandise  shipped 
either  in  units  of  weight  or  the  number  of  packages.  As  the 
importer  knows  the  price  paid  for  the  merchandise  he  can  easily 
arrive  at  an  approximate  value  of  his  cargo.  He  then  notifies 
his  underwriters  of  the  shipment.  If  no  cable  declaration  is 
received,  the  insurance  is  valid  provided  the  importer  notifies 
the  insurance  company  as  soon  as  he  learns  of  the  shipment.  It 
sometimes  happens  that  an  importer  will  be  notified  by  the  steam- 
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ship  company  that  a  steamer  has  arrived  carrying  merchandise 
consigned  to  him  without  his  having  known  that  the  goods  were 
shipped.  Under  the  terms  of  his  policy  the  merchant  is  pro- 
tected against  any  insurable  damage  which  has  occurred  during 
the  voyage  even  though  the  underwriters  have  not  known  of  the 
shipment  until  after  its  arrival.  Furthermore,  all  losses  must  be 
reported  to  the  underwriters  as  soon  as  the  assured  learns  of 
them. 

The  "Sue  and  Labor"  Clause. — Although  the  insurance 
company  must  assume  the  loss  arising  from  an  insurable  damage 
to  a  shipment  it  naturally  wishes  to  minimize  its  losses  as  much 
as  possible.  Underwriters  are  not  equipped  to  sell  merchandise 
and  therefore  include  in  the  policy  the  "sue  and  labor"  clause 
which  guarantees  them  the  cooperation  of  the  importer  in  the 
disposition  of  damaged  goods.     This  reads  as  follows : 

"And  in  the  case  of  loss  or  misfortune  it  shall  be  necessary  to  ?nd 
for  the  insured,  his  or  their  factors,  servants  and  assigns,  to  sue.  labor 
and  travel  for.  in  and  about  the  defense,  safeguard  and  recovery  of  the 
said  goods  and  merchandise,  or  any  part  thereof,  without  prejudice  to 
this  insurance.  Xor  shall  the  acts  of  the  assured  or  the  assureds  in  re- 
covering or  saving  the  property  insured,  in  case  of  disaster,  be  con- 
sidered an  acceptance  of  an  abandonment,  and  to  the  change  thereof, 
the  said  insurance  company  "will  contribute  in  property  as  the  sum 
thereby  insured  bears  to  the  whole  sum  at  risk." 

The  part  of  this  clause  which  obligates  the  shipper  to  travel 
on  behalf  of  the  underwriters  is  in  practice  of  no  importance. 
Insurance  companies  have  their  agents  in  all  ports  of  the  world 
and  they  can  cooperate  with  a  merchant  or  his  agent  in  deter- 
mining the  amount  of  the  damage  and  the  marketable  value  of 
the  merchandise.  If  a  lot  of  twenty-five  tons  of  rubber  is  re- 
ceived at  Xew  York  damaged  by  sea  water  it  is  still  readily 
saleable.  The  surveyor  acting  on  behalf  of  the  underwriters  and 
the  importer  can  decide  from  an  examination  of  the  shipment 
the  price  which  a  manufacturer  of  rubber  products  would  pay 
for  the  merchandise  in  its  damaged  condition.  The  importer 
with  an  extensive  clientele  can  easily  find  an  outlet  for  the  ma- 
terial among  his  many  customers.  The  underwriters  and  the  sur- 
veyors can  agree  with  the  importer  as  to  the  extent  of  the  dam- 
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age  but  they  have  no  outlet  for  the  rubber  and  would  therefore 
be  compelled  to  dispose  of  the  goods  at  an  auction  sale  or  to  a 
manufacturer  at  any  price  obtainable.  Tbe  importer  might  be 
able  to  place  the  lot  with  a  manufacturer  at  12  cents  a  lb.  at 
a  time  when  sound  rubber  is  selling  at  15  cents  a  lb.,  but  it  is 
not  likely  that  tbe  underwriters  could  obtain  as  high  a  price. 
For  this  reason  the  insurance  company  has  a  right  to  demand 
that  the  importer  offer  the  goods  to  his  customers  and  make  every 
attempt  to  effect  a  sale.  Proper  expenses  borne  by  the  im- 
porter in  connection  with  making  the  sale  are  paid  by  the  under- 
writers. If  the  underwriters  represented  by  the  surveyor  and 
the  importer  are  unable  to  agree  as  to  the  extent  of  the  damage, 
the  merchandise  is  disposed  of  at  auction  sale.  This  clause  does 
not  place  upon  the  insured  an  unnecessary  burden  but  acts  as  a 
protection  to  the  insurance  company  against  those  merchants  who 
might  be  unwilling  to  go  to  any  trouble  to  help  out  the  under- 
writers. 

Payment  of  Premiums. — The  insurance  company  or  the 
broker  renders  bills  for  premiums  due  once  a  month.  A  clause 
is  included  in  the  policy  which  stipulates  that  all  such  bills  must 
be  paid  prompty  upon  receipt  thereof.  Monthly  payments  are 
the  custom  of  the  insurance  business,  and  the  underwriters  in- 
clude their  terms  of  payment  in  the  policy  just  as  a  merchant 
states  in  his  sales  contract  the  terms  of  payment  demanded  from 
a  customer. 

Under-insurance. — It  happens  occasionally  that  an  im- 
porter or  an  exporter  fails  through  carelessness  to  insure  a  ship- 
ment for  its  full  value.  If  the  insurance  has  been  effected  by 
an  importer  under  an  open  policy,  the  broker  will  frequently  be 
able  to  rectify  the  amount  of  the  insurance  even  though  a  loss 
has  taken  place.  The  interests  of  the  importer  are  protected  by 
the  clause  relieving  him  of  liability  for  errors  and  omissions  in 
his  statement  to  the  underwriters.  Such  protection,  however,  is 
not  accorded  to  the  merchant  who  secures  an  insurance  policy  or 
certificate  of  insurance  covering  a  specific  shipment.  If  the 
holder  of  the  open  policy  is  an  exporter  who  has  a  certificate 
issued  covering  his  shipment,  the  insurance  company  would  pay 
a  claim  for  loss  only  in  the  proportion  that  the  sum  insured  bears 
to  the  value  of  the  entire  shipment.    Under  the  open  policy  held 
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by  the  importer  certificates  or  policies  covering  specific  shipments 
are  not  issued.  When  insurance  is  effected  by  an  exporter  a 
policy  or  certificate  of  insurance  is  issued  and  the  insurance  com- 
pany does  not  assume  liability  for  errors  in  the  policy  or  certifi- 
cate which  has  been  issued.  For  example,  a  shipment  of  cotton 
goods  from  Xew  York  to  Valparaiso  which  is  valued  at  $25,- 
000.00  is  insured  for  only  $20,000.00.  There  is  a  loss  of  20  per 
cent  of  the  value  of  the  shipment  which  amounts  to  $5,000.00. 
The  amount  of  insurance  is  four-fifths  of  the  value  of  the  ship- 
ment and  the  underwriters  are  therefore  responsible  for  only 
four-fifths  of  the  amount  of  the  loss  or  damage.  The  assured 
collects  $-4,000.00  from  the  insurance  company  and  suffers  a  loss 
of  the  additional  $1,000.00  himself. 

Claims  for  Damage. — It  is  incumbent  upon  the  importer  to 
remove  merchandise  from  dock  as  quickly  as  possible  after  the 
arrival  of  the  steamer.  Prompt  action  after  delivery  reduces 
the  likelihood  of  damage  while  goods  are  on  dock.  Furthermore, 
if  it  is  found  that  a  shipment  was  damaged  while  en  route  it  is 
the  duty  of  the  importer  to  notify  the  underwriters  immediately. 
Arrangements  are  then  made  for  a  survey  in  order  to  determine 
the  extent  of  the  damage  and  to  decide  upon  the  disposition  of 
the  shipment.  On  certain  commodities  such  as  hemp  or  burlap, 
the  damage  is  likely  to  spread  unless  the  damaged  portion  is 
separated  immediately  from  the  sound.  The  underwriters  there- 
fore insist  upon  receiving  close  cooperation  from  the  importer  in 
order  to  minimize  their  losses  as  much  as  possible. 

Subrogation  Clauses. — Underwriters  include  in  their  poli- 
cies clauses  which  subrogate  to  them  any  claims  which  the  as- 
sured may  have  against  a  third  party.  If  a  shipment  of  silk 
arrives  badly  damaged,  the  assured  collects  the  amount  of  his 
claim  from  the  underwriters  and  transfers  to  them  any  legal 
rights  which  he  may  have  against  the  steamer.  The  subrogation 
clauses  are  as  a  rule  three  in  number.  The  first  states  that  the 
insurance  shall  not  inure  to  the  benefit  of  the  carrier,  i.e.,  the 
payment  of  a  claim  by  the  insurance  company  shall  not  prevent 
it  from  proceeding  against  the  steamship  operators.  Clauses  are 
frequently  included  in  the  ocean  bills  of  lading  which  tend  to 
relieve  the  steamers  from  their  legal  liabilities.  Shippers  must 
accept  the  bills  of  lading  issued  by  the  steamship  operators  but 
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they  agree  to  reimburse  the  underwriters  for  any  claim  that  has 
been  paid  for  which  liability  rests  with  the  steamer,  if  the  courts 
uphold  the  bill  of  lading  because  of  its  acceptance  by  the  shipper. 
Furthermore,  many  ocean  bills  of  lading  include  a  clause  which 
states  that  the  payment  of  claims  by  the  insurance  company  re- 
lieves the  steamer  from  any  obligation  arising  from  the  damage 
to  the  cargo.     If  the  merchant  has  in  his  insurance  policy  a 


New  York, April..l5..t.b.  .1922 

IRcCefVCJ)  from  the    Hew  York  &  Far  ..East  Jterina  Insurance conpany 

ELEVEH  ..HUNDRED   ASP  00/100  -— — —. — — — —  J}nltar»t 

as  a  loan  and  repayable  only  to  the  extent  of  any  net  recovery may  make  from  any 

carrier,   bailee  or  others  on  account  of  loss  to property  [described  below]  due  to 

damage  by  fire  on  S/S.."EAST£BH  STATE" „ 

on  or  about 192 or  from  any  insurance  eflected  by  any  carrier, 

bailee  or  others  on  said  property,  and  as  security  for  such  re-payment  we  hereby  pledge  to 

the  said New  York  &  Far ..  East Marine ...I  nsuranpe.  Go/ie  said  recovery  and  deliver 

to  them  duly  endorsed  the  Bills  of  Lading  for  said  property  and  we  agree  to  enter  and 
prosecute  suit  against  said  Railroad,  carrier,  bailee,  or  others  on  said  claim  with  all  due 

diligence   at   the  expense  and   under   the   exclusive   direction    and  control  of  the   said 

New  York  4  Far  East  llarine  iMuranoe  company 

#1100.00. 

Description  of  Property  : — 

c\   1/1000-  lOCDBbls.  Kerosene  Oil. 


€> 


Oil  Export  Corporation 

signed 
Treasurer 


Fig.  40. — Loan   Receipt 

clause  protecting  him  against  negligence  on  the  part  of  the 
steamship  operators,  the  payment  of  the  claim  by  the  under- 
writers would  prevent  either  insurance  company  or  merchant 
from  proceeding  against  the  steamship  company.  To  protect 
their  interests  underwriters  make  use  of  the  loan  receipt  in  set- 
tling claims  for  which  liability  rests  with  the  steamer.  Instead 
of  making  payment  to  the  assured  the  underwriters  lend  him 
the  amount  of  his  claim.  The  assured  signs  a  loan  receipt  stating 
that  the  payment  by  the  underwriters  is  a  loan  but  that  the  loan 
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is  repayable  only  to  the  extent  of  any  net  recovery  made  from 
the  carrier.  The  assured  furthermore  agrees  to  prosecute  suit 
against  the  carrier  and  to  exercise  due  diligence  in  protecting 
the  interests  of  the  underwriters.  The  loan  receipt  enables  the 
assured  to  state  in  court  that  his  claim  has  not  been  paid  by  the 
insurance  company  and  that  he  therefore  has  the  right  to  sue 
the  steamer. 

In  the  second  place  the  assured  is  prevented  from  impairing 
the  right  of  the  insurance  company  against  a  third  party  other 
than  the  carrier.  If  merchandise  arrives  in  a  damaged  condi- 
tion the  claim  for  damage  is  filed  by  the  importer.  If  the  dam- 
age arose  through  negligence  on  the  part  of  the  exporter  or 
through  carelessness  of  the  stevedores,  the  importer  cannot  im- 
pair the  rights  of  the  underwriters  against  the  parties  responsible 
for  the  damage  by  a  special  agreement  with  them.  Lastly,  the 
assured  is  prevented  from  assigning  his  interest  or  subrogating 
his  rights  under  the  policy,  without  the  express  permission  of 
the  underwriters. 


CHAPTER  XVIII 
ANALYSIS  OF  THE  POLICY   (Continued) 

OBLIGATIONS  OF  THE  UNDERWRITERS 

An  analysis  of  marine  insurance  policies  shows  that  most  of 
the  underwriters  have  adopted  practically  the  same  form  of  in- 
surance policy,  although  as  has  been  stated,  United  States  law 
does  not  regulate  marine  insurance  practices.  Certain  risks  are 
insured  against  by  nearly  all  of  the  underwriters  and  custom  has 
produced  what  may  be  termed  standard  clauses. 

The  "Lost"  or  "Not  Lost"  Clause.— When  denning  the 
open  policy  and  discussing  its  advantages  it  was  stated  that  one 
of  the  most  important  of  these  is  the  protection  that  the  open 
policy  gives  the  merchant  on  all  of  his  shipments  even  if  he 
does  not  know  that  merchandise  has  already  been  shipped  to 
him.  The  clause  in  the  policy  which  protects  the  importer  in 
this  way  is  known  as  the  "lost"  or  "not  lost"  clause  and  reads 
as  follows : 

"On  merchandise  and/or  goods  of  any  description  on 

vessel  lost  or  not  lost." 

This  clause  protects  the  holder  of  the  open  policy  if  damage  has 
taken  place  before  he  has  learned  of  the  shipment  and  has 
thereby  been  able  to  notify  the  underwriters  of  the  name  of  the 
steamer  and  the  value  of  the  cargo. 

The  Limits  of  the  Coverage. — The  marine  insurance  policy 
defines  the  time  at  which  the  risk  of  the  underwriters  begins  and 
ends.  Originally  marine  insurance  protected  the  merchant  from 
the  time  his  goods  were  loaded  on  board  a  steamer  until  unload- 
ing at  destination.  This  coverage  was  provided  for  in  the 
printed  portion  of  the  contract  which  states  that  cargo  is  insured 
at  or  from  "a  specific  port"  to  "a  specific  port."  Not  only  was 
cargo  insured  from  the  time  the  vessel  actually  sailed  but  was 
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also  held  covered  from  the  time  of  loading  even  if  the  steamer 
did  not  sail  until  some  time  afterward.1 

With  the  development  of  marine  insurance  this  part  of  the 
policy  has  been  extended  so  that  to-day  almost  all  policies  pro- 
vide that  a  shipment  is  held  covered  from  the  time  it  leaves  the 
warehouse  or  factory  of  the  shipper  until  the  time  it  arrives 
at  its  ultimate  destination  in  the  warehouse  or  factory  of  the 
ultimate  consignee.  This  not  only  includes  shipments  from  a 
warehouse  or  factory  located  at  seaboard  to  a  factory  or  ware- 
house located  at  the  port  of  destination,  but  also  from  an  inland 
factory  to  seaport,  the  ocean  voyage  and  the  inland  voyage  to  a 
factory  or  warehouse  in  the  country  of  destination.2  A  typical 
warehouse  to  warehouse  clause  reads  as  follows : 

"This  insurance  to  attach  and  cover  from  the  time  the  goods  or 
merchandise  leave  the  factory,  store  or  warehouse  at  initial  point  of 
shipment  (whether  at  interior  place  or  places,  or  at  seaboard)  and 
while  in  the  due  course  of  transit  and  until  safely  delivered  into  store, 
warehouse  or  factory  at  the  final  place  of  destination,  and  including 
risks  of  inland  transportation  and/or  whilst  during'  shipment,  trans- 
shipment, reshipment  and  delivery,  including-  risks  while  at  depots,  on 
docks,  wharves,  quays,  in  lighters,  customs  houses,  deposits  or  in  ap- 
praisers' stores ;  but  only  at  and  between  the  places  as  reported  to  these 
insurers." 

If  merchandise  shipped  from  an  inland  point  to  seaboard  is 
stored  in  a  warehouse  other  than  government  stores  or  railroad 
stores,  the  shipper  should  protect  his  merchandise  with  fire  in- 
surance because  the  warehouse  to  warehouse  clause  does  not  pro- 
tect him  against  fire  hazard  unless  the  merchandise  is  in  the 
custody  of  the  railroad,  the  steamship  company  or  the  govern- 
ment. Although  the  merchant  can  secure  a  very  broad  coverage 
while  the  goods  are  in  the  custody  of  the  railroad,  many  policies 
include  a  clause  limiting  the  insurance  as  follows : 

i  This  definition  of  "at  or  from"  is  given  in  Prof.  S.  S.  Huebner's 
textbook  on  marine  insurance.  A.  H.  Reed  of  Wilcox,  Peck  &  Hughes  dis- 
agrees with  this  construction  of  the  term  and  states  that  "at"  means  in 
the  port  of  origin.  It  would  insure  goods  while  en  route  from  warehouse 
in  the  seaport  to  the  steamship  dock. 

2  A  few  policies  still  limit  the  coverage  to  forty-eight  hours  after  the 
arrival  of  the  goods  at  the  port  at  which  the  steamer  discharges  its  cargo. 
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"The  goods  herein  shipped  by  land  conveyance  are  covered  against 
loss  or  damage  by  collision,  derailment,  fire  or  by  any  accident  of  any 
nature  to  the  conveyance;  and  while  on  docks  or  elsewhere  on  shore, 
against  the  risks  of  collapse — or  the  subsidence  of  docks,  wharves  or 
quays;  also  fire,  flood  (meaning  the  risk  of  navigable  waters)  unless 
otherwise  i>rovided  herein." 

Deviation  of  Steamer  from  Intended  Voyage. — When  mar- 
ine insurance  was  in  its  elementary  form  the  policy  did  not 
permit  deviation  of  the  steamer  from  its  intended  voyage.  If 
an  exporter  contracted  with  a  steamship  company  for  freight 
space  on  a  steamer  scheduled  to  sail  direct  from  New  York  to 
Barcelona  and  the  steamship  company,  without  notice,  decided 
that  the  steamer  should  first  call  at  the  port  of  Bilbao,  the  under- 
writers would  not  be  liable  for  any  damage  to  the  cargo  solely 
because  of  the  fact  that  the  vessel  did  not  make  the  voyage  as 
intended.  Deviation  was  allowed  only  because  of  stress  of 
weather,  unavoidable  accidents  such  as  a  breakdown  of  the  ma- 
chinery of  the  steamer  or  the  necessity  of  saving  life.  Devia- 
tion wras  not  permitted  in  order  to  save  property  or  because  the 
steamship  company  desired  it.  Insurance  policies  which  are  is- 
sued to-day  include  a  clause  which  protects  the  shipper  even  if 
the  steamer  does  not  sail  as  advertised : 

"Held  covered  (at  a  premium  to  be  arranged)  in  case  of  any  breach 
of  warranty,  deviation,  change  of  voyage  or  vessel,  or  of  any  omis- 
sion or  error  in  description  of  the  interest,  vessel  or  voyage,  or  in  the 
event  of  any  interruption  of  the  voyage  or  transportation  from  any 
cause  beyond  the  control  of  the  assured,  provided  that  notice  be  given 
Underwriters  as  soon  as  known  to  the  Assured." 

This  clause  is  of  great  importance  because  steamship  com- 
panies frequently  alter  the  scheduled  sailings  if  industrial  con- 
ditions warrant  calling  at  more  ports  than  originally  intended. 
The  underwriters  reserve  the  right  to  charge  an  additional  prem- 
ium for  the  added  coverage.  This  is  equitable  because  if  notice 
had  been  given  prior  to  the  placing  of  the  insurance  that  the 
voyage  would  be  longer,  a  higher  premium  would  have  been 
charged.  The  clause  gives  the  merchant  additional  protection 
for  which  he  must  pay. 
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"Perils  of  the  Seas." — Although  insurance  underwriters 
have  added  and  are  adding  to  the  policies  neAv  risks  against 
which  they  will  insure  a  shipment,  the  first  forms  of  marine 
insurance  policies  limited  the  coverage  to  certain  primary  causes 
of  damage  known  as  "perils  of  the  seas."  Modern  marine  in- 
surance is  in  practice  more  than  protection  against  damage  aris- 
ing on  the  water,  but  the  fundamentals  of  marine  insurance  are 
based  largely  upon  the  clause  which  defines  perils  of  the  seas. 
In  his  textbook  on  marine  insurance,  Prof.  S.  S.  Huebner  of  the 
University  of  Pennsylvania  divides  this  into  four  groups : 

I.  (a)  Perils  of  the  seas  are  those  of  lightning,  stranding, 
rocks,  ice-bergs,  salt  water  and  damage  due  to  stress  of  weather; 
(b)  perils  of  the  seas  include  loss  or  damage  from  heat  or  smoke, 
but  spontaneous  combustion  is  not  included;  (e)  loss  or  damage 
arising  from  water,  steam  or  chemicals  used  in  order  to  extin- 
guish fire  are  also  included.  These  dangers  to  which  both  ship 
and  cargo  are  subjected  require  no  explanation. 

II.  Loss  or  damage  resulting  from  conduct  of  those  on  board 
the  vessel,  (a)  This  includes  jettison,  which  is  the  throwing 
overboard  of  cargo  in  order  to  relieve  or  lighten  the  vessel  in 
time  of  danger.  The  destruction  of  cargo  due  to  its  natural 
deterioration  or  to  the  negligence  of  the  owner,  is  not  insured, 
(b)  Barratry.  This  is  negligence  or  action  of  fraud  or  knavery 
on  the  part  of  master  or  mariners  with  intent  to  benefit  at  the 
expense  of  the  owners  of  vessel  or  cargo. 

III.  Conduct  of  those  not  on  board  of  vessel,  (a)  Pirates, 
rovers :  the  danger  of  loss  or  damage  arising  from  attacks  by 
pirates  or  rovers  is  practically  non-existent  to-day  but  is  a 
relic  of  olden  times  when  the  seas  were  infested  by  rovers  who 
attacked  vessels  on  the  high  seas  and  by  pirates  who  lay  in  wait 
until  a  vessel  came  within  reach.  The  term  "pirates"  includes 
mutinous  passengers  and  rioters  from  ashore,  (b)  Thieves; 
distinction  must  be  made  between  losses  arising  from  theft  and 
loss  arising  from  pilferage.  Theft  involves  robbery  by  force ; 
pilferage  is  robbery  by  stealth.3 

3  A.  H.  Reed  of  Wilcox,  Peck  and  Hughes  distinguishes  between  theft 
and  pilferage  by  stating  that  theft  is  the  taking  of  a  whole  package 
whereas  pilferage  involves  the  extraction  of  part  of  the  contents  of  a 
package. 
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IV.  The  "perils  of  the  seas"  clause  also  includes  the  phrase 
"all  other  perils,  disasters  aud  misfortunes,"  but  the  courts 
limit  the  liability  of  the  underwriters  under  this  phrase .  to 
losses  from  causes  similar  to  those  already  specified  but  which 
may  have  been  inadvertently  omitted.4 

Freight  Insurance. — The  ocean  bill  of  lading  includes  a 
clause  stating  that  "freight  prepaid  will  not  be  returned,  goods 
lost  or  not."  Furthermore,  if  freight  has  not  been  prepaid, 
but  is  collectible  at  destination,  the  steamship  company  reserves 
the  right  to  collect  freight  even  if  the  merchandise  is  lost  or 
damaged.  Freight  is  therefore  an  insurable  risk  in  that  it  must 
be  paid  by  the  merchant  even  if  he  never  receives  his  goods. 
Freight  must  be  paid  in  full  if  the  shipment  arrives  in  damaged 
condition.  When  the  terms  of  the  sale  are  c.i.f.  port  of  destina- 
tion, the  value  declared  to  the  insurance  company  should  in- 
clude the  freight.  If  the  sale  is  made  f.a.s.  or  f.o.b.  port  of 
shipment  and  the  freight  is  prepaid  or  guaranteed,  the  assured 
declares  to  the  underwriters  the  amount  of  the  freight  as  an 
insurable  item.  The  premium  charged  on  prepaid  or  guaran- 
teed freight  is  the  same  as  the  merchandise  rate.  In  a  few 
instances  freight  is  collectible  at  destination  only  upon  delivery 
of  the  merchandise.  Even  in  such  cases  freight  should  be  in- 
sured because  it  is  payable  regardless  of  the  condition  of  the 
cargo.  No  allowance  is  made  by  the  steamship  company  for 
damaged  merchandise.  Therefore  the  total  cost  of  the  ship- 
ment to  the  merchant  is  the  first  cost  of  the  goods  plus  freight, 
insurance  and  sundry  charges.  If  an  importer  in  the  United 
States  purchases  a  shipment  of  perfumes  from  a  French  manu- 
facturer at  $5,000.00  and  pays  $200.00  freight,  $30.00  insurance 
and  $2.50  consular  fees,  the  total  cost  c.i.f.  New  York  is  $5,- 
232.50.  This  amount  must  be  paid  by  the  merchant  even  if  the 
shipment  is  damaged  to  25  per  cent  of  its  value.  Such  a  loss 
is  therefore  one-fourth  of  the  total  value  of  $5,230.00.     There- 

*  Originally  the  "perils  of  the  seas"  clause  included  under  this  last 
phrase  insurance  against  war  risk.  Not  all  of  the  above  clauses  are  in- 
cluded under  the  perils  of  the  seas  clause  in  modern  policies.  Further- 
more, underwriters  include  a  clause  in  the  policies  exempting  them  from 
war  risk.  War  risk  today  may  be  insured  separately  at  an  additional 
premium. 
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fore  the  amount  to  be  insured  is  the  full  value  and  not  the 
original  cost  of  the  goods.  On  collectible  non-guaranteed 
freight  the  premium  charged  is  less  than  the  cargo  rate,  usually 
about  one-third  of  it.  The  premium  on  collectible,  non-guar- 
anteed freight  must  be  paid  even  if  the  entire  shipment  has  been 
lost  at  sea.  The  underwriters  have  assumed  the  risk  and  are 
therefore  entitled  to  payment  even  if  the  goods  never  arrive 
and  freight  is  not  paid.5 

Duty  Insurance. — Under  the  customs  laws  of  the  United 
States  the  importer  must  pay  the  full  rate  of  duty  on  dutiable 
merchandise  whether  it  arrives  sound  or  partially  damaged. 
Therefore  on  such  cargo  the  entire  cost  to  the  merchant  in- 
cludes not  only  the  items  stated  in  the  preceding  paragraph 
but  also  the  duty.  The  duty  can  be  insured  on  the  same  basis 
as  collectible,  non-guaranteed  freight,  and  the  premium  charged 
is  the  same.  As  in  the  case  of  collectible,  non-guaranteed 
freight,  the  premium  is  payable  if  the  entire  shipment  is  lost 
before  arrival.  In  instances  where  the  amount  of  the  duty 
exceeds  the  value  of  the  damaged  cargo,  the  underwriters  may 
surrender  the  goods  to  the  customs  authorities  and  avoid  the 
payment  of  duty.  In  such  cases  the  insurance  companies  are 
liable  only  for  the  c.i.f.  value  of  the  merchandise  plus  any 
profit  which  may  have  been  insured. 

Value  Limits  of  the  Policy. — Most  underwriters  limit  the 
amount  of  the  risk  they  assume  on  any  one  steamer.  Open 
policies  frequently  state  the  maximum  amount  which  is  insured 
on  a  single  vessel  or  in  any  one  place.  Merchants  engaged  in 
foreign  trade  can  usually  estimate  in  advance  the  value  of 
their  shipments  on  any  one  steamer.  Some  policies  are  writ- 
ten for  as  low  an  amount  as  $5,000.00,  while  others  limit  the 
value  of  cargo  insured  on  any  one  steamer  to  as  much  as  a  mil- 
lion dollars.  Furthermore,  insurance  policies  frequently 
include  a  clause  stating  the  percentage  of  interest  in  all  ship- 
ments to  be  covered  by  the  policy.     Many  importers  secure  one 

s  It  must  be  noted  here  that  the  term  "freight"  as  used  in  foreign 
trade  differs  from  its  meaning  in  domestic  trade.  In  speaking  of  a  ship- 
ment the  term  "freight''  is  used  to  describe  the  merchandise.  In  foreign 
trade  it  means  the  amount  paid  to  the  steamship  company  for  carrying 
the  cargo. 
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open  policy  insuring  100  per  cent  of  their  interest  in  a  shipment. 
Others  may  insure  50  per  cent  of  the  interest  with  one  com- 
pany and  the  balance  with  another. 

Profit  Insurance. — It  is  also  customary  to  insure  a  certain 
percentage  of  profit  over  and  above  the  cost  of  the  goods.  When 
making  his  purchases  the  importer  either  speculates  on  a  prob- 
able rise  in  the  market  or  assures  himself  of  a  profit  by  selling 
immediately.  He  therefore  does  not  wish  to  lose  a  possible 
profit  because  of  loss  or  damage  to  his  merchandise.  Each 
shipper  agrees  with  his  underwriters  upon  the  percentage  of 
profit  to  be  insured.  Many  importers  insure  for  a  profit  of  10 
per  cent ;  in  other  cases  the  percentage  is  much  higher.  "When 
invoices  are  made  out  in  American  currency  the  profit  is  fig- 
ured on  a  percentage  basis  and  the  percentage  of  profit  to  be 
insured  is  stated  in  the  policy.  If  invoices  are  rendered  in  a 
foreign  currency  the  same  method  can  be  used,  although  usually 
fixed  rates  of  exchange  for  different  currencies  are  stated  in  the 
policy.  Prior  to  1914  the  exchange  rates  of  European  cur- 
rencies were  stable.  If  an  American  importer  wished  to  insure 
a  10  per  cent  profit  on  shipments  purchased  in  English  cur- 
rency the  policy  would  include  a  clause  providing  that  invoice 
in  British  currency  be  converted  into  American  currency  at 
$5.35  per  pound  sterling.6  "When  purchasing  sterling  to  pay 
for  his  merchandise  the  importer  would  probably  have  had  to 
pay  par  or  very  close  to  it.  The  difference  between  par  and 
the  rate  of  exchange  as  stated  in  the  policy  gave  the  importer 
his  profit  insurance.  This  method  is  frequently  used  to-day, 
but  because  of  the  wide  fluctuations  in  the  rates  of  exchange 
merchants  must  be  careful  to  change  by  endorsement  the  rate 
of  exchange  in  the  policy  to  conform  with  the  fluctuations.7 

Double  Insurance. — It  occasionally  happens  that  owing  to 
a  misunderstanding  between  shipper  and  consignee  both 
place  insurance  on  a  specific  shipment.  This  can  easily  occur 
on  a  shipment  of  tin  from  the  Strait  Settlements  to  the  United 
States.     American  importers  frequently  make  their  purchases 

e  The  par  value  of  the  £  sterling  is  $4.8665. 

7  If  the  merchant  wishes  a  greater  percentage  of  profit  he  can  adjust 
the  rate  of  exchange  in  the  policy  to  conform  to  the  percentage  of  profit 
lie  desires  to  insure. 
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from,  merchants  in  London  who  maintain  branch  offices  in  Sing- 
apore. The  terms  of  the  sale  may  be  c.i.f.  New  York.  Upon 
receiving  a  cable  declaration  from  his  seller,  the  New  York  im- 
porter insures  the  shipment.  Through  carelessness  or  a  mis- 
understanding, the  Singapore  shipper  also  places  insurance  on 
the  goods  at  the  time  shipment  is  effected.  The  fact  that  the 
shipment  has  been  insured  twice  is  not  brought  to  light  until 
shipping  documents  are  in  the  possession  of  the  New  York 
importer.  Both  policies  cannot  be  entirety  valid.  The  British 
law  provides  that  if  a  shipment  has  been  insured  with  two  or 
more  companies  for  its  full  value,  all  of  the  underwriters  share 
the  risk  proportionately.  In  the  event  of  damage  the  assured 
selects  one  company  from  which  to  collect  his  claim  and  this 
company  in  turn  assesses  the  other  underwriters  for  their  share 
of  the  loss.  In  the  United  States,  if  insurance  is  placed  with 
more  than  one  company,  the  prior  insurance  bears  the  entire 
risk  and  the  subsequent  insurance  is  void.  Although  the 
method  of  disposing  of  double  insurance  differs  in  the  United 
States  and  in  Great  Britain,  the  assured  is  in  no  danger  of 
suffering  because  one  policy  has  been  placed  with  an  English 
company  and  the  other  in  the  United  States.  Although  an 
open  policy  is  always  prior  insurance  over  any  specific  insur- 
ance and  in  some  cases  of  double  insurance,  the  British  under- 
writers might  insist  upon  retaining  their  share  of  interest  in  the 
insurance.  In  such  case  the  risk  would  be  shared  by  the  British 
and  the  American  underwriters.  In  any  event  the  adjustment 
would  be  made  between  the  underwriters. 


CHAPTER  XIX 
LOSSES 

Total  Loss.— If  an  entire  shipment  is  lost  or  damaged  so 
that  the  cost  of  salvage  will  exceed  the  value  of  the  goods  after 
their  recovery,  the  merchant  collects  from  the  underwriters 
the  full  value  of  the  shipment.  He  must  present  satisfactory 
proof  of  the  loss  and  custom  prescribes  the  documents  which 
must  be  filed  with  the  claim.1 

Partial  Loss. — The  technical  insurance  term  for  a  partial 
loss  to  a  shipment  is  "particular  average."  Such  a  loss  is  al- 
ways spoken  of  as  a  particular  average  loss.  The  term  "par- 
tial loss"  is  practically  never  used.  In  his  book  on  marine 
insurance,  Gow  defines  particular  average  as  "a  liability  attach- 
ing to  a  marine  insurance  policy  for  damage  or  partial  loss 
incidental  to  and  immediately  caused  by  some  of  the  perils 
insured  against  to  some  particular  interest  (as  the  ship  or 
cargo)  which  has  arrived  at  the  destination  of  the  vendee." 
The  perils  actually  insured  against  are  enumerated  in  the  pol- 
icy. Several  of  these  have  already  been  stated.  If  a  shipment 
arrives  at  destination  partially  damaged  by  one  of  the  perils 
insured  against,  the  loss  is  collected  from  the  underwriters. 
Certain  commodities  are  more  likely  to  be  damaged  than  others, 
and  in  order  to  avoid  such  claims  the  underwriters  provide  that 
they  will  pay  claims  only  if  more  than  a  certain  percentage  of 
the  shipment  is  damaged.  On  still  other  commodities  the  dan- 
ger of  partial  damage  is  so  great  that  insurance  companies 
protect  the  importer  only  against  total  loss.  Such  insurance 
is  known  as  "free  of  particular  average"  (F.P.A.),  that  is,  no 
claim  for  damages  will  be  paid  unless  the  entire  shipment  is 
lost  or  damaged  so  as  to  be  of  no  value.  This  is  true  of  unread 
newspapers  which  are  used  in  the  Orient  for  lining  baskets  con- 
taining molasses. 

1  The  mechanics  of  filing  proof  of  claim  will  be  discussed  in  Chap.  XXI. 
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The  percentage  of  loss  from  which  the  insurance  company 
exempts  itself  is  known  as  the  "franchise."  All  marine  in- 
surance policies  include  clauses  stating  the  amount  of  the  fran- 
chise on  each  type  of  merchandise.  Hemp  from  Java  can  be 
insured  "each  twenty  bales  subject  to  particular  average  if 
amounting  to  3  per  cent,  but  no  claim  to  be  paid  unless  amount- 
ing to  $15.00."  If  a  shipment  of  five  hundred  bales  of  hemp, 
valued  at  $400.00  each  goes  forward  from  Java,  the  under- 
writers divide  the  shipment  into  twentyfive  lots  of  twenty  bales 
each.  The  value  of  twenty  bales  is  $8,000.00,  and  no  claim 
for  loss  or  damage  for  less  than  $240.00  will  be  paid.  Peanuts 
in  bags  can  be  insured  "each  fifty  bags  subject  to  p. a.  if  amount- 
ing to  3  per  cent,  but  no  claim  to  be  paid  unless  amount- 
ing to  $15.00."  Burlap  and  jute  can  be  insured  at  the  same 
franchise,  but  each  bale  is  insured  separately.  The  particular 
average  clause  is  sometimes  written  "warranted  free  from  par- 
ticular average  unless  amounting  to  3  per  cent."  These  two 
forms  have  the  same  meaning.2 

Commodities  which  are  insured  free  of  particular  average  are 
nevertheless  protected  to  a  certain  extent  against  partial  loss. 
There  are  two  types  of  F.P.A.  clauses.  The  F.P.A.A.C.  clause 
(free  of  particular  average  American  conditions)  reads:  "Freje 
of  particular  average  unless  caused  by  stranding,  sinking,  burn- 
ing or  collision  with  another  vessel."  The  F.P.A. E.C.  clause 
(free  of  particular  average  English  conditions)  reads:  "Free 
of  particular  average  unless  the  vessel  or  craft  be  stranded, 
sunk,  burnt,  in  collision.  ..."  Under  the  American  clause 
no  claim  for  particular  average  loss  will  be  allowed  unless  the 
approximate  or  immediate  cause  of  the  loss  can  be  traced  to 
one  of  the  perils  enumerated.  Under  the  English  clause,  if  one 
of  the  named  accidents  has  taken  place,  a  claim  for  particular 
average  loss  can  be  collected  even  if  the  damage  did  not  actually 
arise  from  one  of  these  contingencies.     For  example,   a  vessel 

2  The  examples  of  particular  average  insurance  given  above  were  taken 
from  an  actual  insurance  policy.  The  franchise  varies  in  different  policies. 
One  importer  may  contract  for  particular  average  insurance  on  hemp  each 
bale  separately  insured,  whereas  another  importer  will  accept  the  clause 
loading  "each  twenty  bales  insured."  Xo  general  rule  can  be  set  down 
determining  the  franchise  on  a  commodity. 
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collides  with  another  on  the  high  seas;  no  damage  to  the  cargo 
results,  but  subsequently  there  is  a  fire  in  one  of  the  holds  in 
the  first  steamer  and  part  of  the  cargo  is  damaged.  Under  the 
American  F.P.A.  clause  no  claim  for  damage  is  allowed  because 
the  cause  of  the  damage  was  not  one  of  the  contingencies 
stated  in  the  F.P.A.  clause.  Under  the  English  clause,  however, 
claim  for  particular  average  loss  can  be  collected  because  the 
vessel  was  in  collision  during  the  voyage. 

The  particular  average  clauses  sometimes  include  a  provision 
for  deductible  average.  The  clause  will  provide  that  claims  for 
loss  or  damage  will  be  paid  only  beyond  a  certain  amount.  If 
the  franchise  of  the  deductible  average  is  $10.00  per  package, 
claims  will  be  paid  in  excess  of  $10.00,  i.e.,  if  the  damage 
amounts  to  $20.00  per  package,  the  assured  can  collect  $10.00 
per  package,  but  must  suffer  the  loss  of  $10.00  per  package 
himself. 

General  Average  Loss. — In  the  early  days  of  marine  insur- 
ance it  was  frequently  necessary  to  jettison  part  of  the  cargo 
in  order  to  save  the  vessel  and  the  balance  of  the  cargo  from 
total  destruction.  It  is  obviously  unfair  that  the  owner  of  the 
merchandise  which  is  sacrificed  should  bear  the  entire  cost  of 
the  sacrifice  so  that  the  other  shippers  and  the  owners  of  the 
vessel  are  able  to  save  their  interests  in  the  venture.  For  this 
reason  the  custom  was  adopted  of  compelling  the  steamship 
operators  and  all  of  the  shippers  to  share  in  the  loss  arising 
from  the  sacrifice  of  any  one  interest  in  the  venture  for  the 
benefit  of  the  whole.  This  principle  is  known  as  "general  aver- 
age, ' '  and  is  defined  by  "Winter  as  "  a  loss  which  is  the  result  of 
a  sacrifice  voluntarily  made  under  portentous  circumstances  of 
a  portion  of  either  the  ship  or  the  cargo  and  of  expense  for  the 
sole  purpose  of  preserving  the  common  interest  from  an  im- 
pending danger."  The  sacrifice  of  a.  portion  of  the  cargo  or 
of  the  vessel  must  be  voluntary  and  the  approaching  peril  must 
threaten  all  the  interests  of  the  venture.  The  loss  or  expense 
must  be  fair  or  reasonable  and  the  act  must  be  in  part  success- 
ful. The  claimant  must  not  be  responsible  for  the  loss  on 
account  of  fraud  or  negligence.  No  claim  for  the  sacrifice  of 
merchandise  already  valueless  is  valid.  The  types  of  losses 
which  are  classified  as  general  average  losses  are  limited  in 
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number.  The}'  include  the  jettison  of  deck  cargo ; 3  damage  to 
cargo  as  a  result  of  jettison ;  water  or  steam  damage  to  cargo 
in  extinguishing  fire ;  damage  to  the  vessel  in  releasing  it  from 
stranding;  running  a  vessel  ashore  for  the  common  benefit  of 
all  interests ;  using  the  ship  stores  as  fuel  in  order  to  reach 
port ;  4  the  cause  of  discharging,  unloading  and  releasing  the 
vessel  after  stranding;  payments  made  by  the  master  for  aid  to 
his  vessel  when  in  distress. 

A  general  average  loss  can  be  either  a  partial  loss  or  a  total 
loss  of  one  interest  in  the  venture.  Sacrifices  of  certain  por- 
tions of  the  venture  are  by  no  means  uncommon.  It  is  some- 
times necessary  to  throw  overboard  part  of  the  cargo  or  damage 
a  portion  of  it  in  order  to  save  the  balance.  This  is  likely  when 
a  vessel  runs  ashore  and  the  master  of  the  vessel  wishes  to 
lighten  the  ship  in  order  to  release  it.  It  would  be  unfair  to 
make  the  owners  of  the  cargo  which  has  been  destroyed  bear 
the  total  loss  incurred.  The  conduct  of  the  captain  is  intended 
to  save  the  ship  and  as  much  of  the  cargo  as  possible  from  total 
destruction.  It  is  only  fair  to  tax  those  whose  interests  were 
saved  with  their  proportionate  share  of  the  loss.  Upon  arrival 
of  a  vessel  at  the  port  of  destination  the  settlement  of  general 
average  losses  is  placed  in  the  hands  of  adjusters.  In  the  United 
States  many  of  the  insurance  brokers  maintain  departments 
for  adjusting  general  average  losses.  In  England  there  are 
firms  devoting  their  entire  attention  to  the  settlement  of  these 
losses.  The  general  average  adjuster  is  usually  appointed  by 
the  ship  owner.5 

Claims  for  Loss  or  Damage. — When  entering  a  claim  for 
loss  the  assured  must  file  certain  documents  with  the  under- 
writers which  constitute  proof  of  the  loss  and  interest  in  the 
shipment/'  Many  insurance  companies  include  a  clause  in  which 
the  underwriters  agree  to  pay  losses  within  thirty  days  after 
proof,  adjustment  of  loss  and  proof  of  interest  in  the  shipment 

3  The  goods  must  be  of  the  kind  which  are  always  carried  on  deck 
and  never  stored  in  the  hold. 

4  The  vessel   must   have   been   properly  coaled   prior   to   sailing. 

s  For  particulars  as  to  the  settlement  of  general  average  losses,  see 
page  224. 

6  Sec   pages   222-224. 
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are  exhibited  to  the  company.  Claims  are  frequently  ad- 
justed in  a  shorter  time.  In  some  instances  the  underwriters 
require  additional  time  in  which  to  make  necessary  investiga- 
tions. 


CHAPTER  XX 

CONTINGENCIES  FROM  WHICH  UNDERWRITERS  ARE 

EXEMPTED 

Negligence  or  Fraud. — In  the  marine  insurance  policy 
there  is  a  clause  which  relieves  the  underwriters  from  losses 
which  occur  through  the  negligence  or  fraud  on  the  part  of 
either  the  shipper  or  the  steamship  company.  Exporters  are 
frequently  careless  in  packing  their  goods  for  export  and  the 
steamship  agents  are  frequently  equally  careless  in  loading  and 
unloading  cargo.  Losses  due  to  bad  packing  or  careless  hand- 
ling fall  upon  the  party  responsible  therefor.  The  insurance 
company  may  refuse  to  pay  claims  if  the  damage  or  loss  is 
traced  to  such  causes.  Furthermore,  in  view  of  the  fact  that 
neither  steamship  companies  nor  insurance  underwriters  open 
and  examine  packages  upon  their  delivery  to  the  steamer,  dis- 
honest merchants  have  an  opportunity  to  resort  to  fraud  and 
declare  that  merchandise  has  been  shipped  when  in  reality  only 
empty  packing  cases  have  gone  forward.1  An  insurance  com- 
pany usually  makes  a  thorough  investigation  of  the  merchant 
v  before  issuing  the  open  policy,  so  that  in  practice  few  cases 
arise  where  the  underwriters  allege  fraud.  If  only  997  cases 
out  of  a  shipment  of  1,000  cases  of  rubber  forwarded  from 
Singapore  arrive  in  San  Francisco,  the  underwriters  are  not 
liable  for  the  value  of  the  three  cases  lost  unless  their  loss  can 
be  definitely  traced  to  an  insured  risk,  or  unless  the  policy  con- 
tains an  endorsement  under  which  the  underwriters  assume  the 
risk  of  loss  arising  from  shortage  or  non-delivery.     Usually  a 

i  This  is  not  true  in  all  cases.  On  shipments  of  diamonds  from  British 
possessions  it  is  customary  to  have  the  United  States  Consul,  the  British 
Consul,  and  the  British  Trade  Association  certify  as  to  the  contents  of  the 
package  which  is  then  sealed  in  their  presence.  This  procedure,  however, 
is  not  followed  in  the  case  of  merchandise  which  is  usually  shipped  in  large 
packages  and  in  large  quantities.  By  exempting  themselves  from  losses 
arising  through  fraud  the  underwriters  place  upon  the  shipper  the  burden 
of  proof  that  he  has  actually  shipped  the  merchandise  specified  in  the 
policy. 

206 


EXEMPTIONS  OF  UNDERWRITERS  207 

claim  for  short  delivery  is  filed  against  the  steamship  agents. 
The  merchant  is  protected  against  accidental  mistakes  which 
he  makes,  by  the  errors  and  omissions  clause.2 

Strike  Clause. — All  marine  insurance  policies  contain  a 
clause  which  exempts  the  insurance  company  from  any  loss  or 
damage  caused  by  strikers,  locked  out  workmen  or  persons  tak- 
ing part  in  labor  disturbances,  riots  or  other  commotions. 

Free  of  Capture  or  Seizure  Clause. — Although  the  early 
form  of  marine  insurance  policy  protected  the  merchant  under 
the  perils  of  the  seas  clause,  against  loss  or  damage  arising 
from  the  risks  of  war,  modern  marine  insurance  policies  exempt 
the  underwriters  from  war  risk  through  the  inclusion  of  the 
"free  of  capture  and  seizure"  clause: 

"Warranted  by  the  assured  free  from  loss  or  expense  arising  from 
capture,  seizure,  restraint,  detention  or  destruction  and  the  consequences 
thereof,  or  of  any  attempt  thereat,  and  also  from  all  consequences  of 
riots,  insurrections,  hostilities  or  warlike  operations,  whether  befoi'e  or 
after  declaration  of  war;  and  whether  lawful  or  unlawful;  and  whether 
by  the  act  of  belligerent  nations,  or  by  governments  of  seceding'  or  re- 
volting states,  or  by  unauthorized  or  lawless  persons  therein,  or  other- 
wise; and  whether  occurring  in  a  port  of  distress  or  otherwise.  Also 
warranted  not  to  abandon  in  case  of  blockade,  and  free  from  any  ex- 
pense in  consequence  thereof,  but  in  the  event  of  blockade  to  be  at  lib- 
erty to  proceed  to  an  open  port  and  there  end  the  voyage." 

Underwriters  are  willing  to  insure  against  war  risk  upon  the 
payment  of  an  additional  premium.3 

Trading  with  the  Enemy. — During  the  war  each  insurance 
policy  issued  at  that  time  contained  a  clause  in  which  the  under- 
writers refused  to  protect  the  interests  of  alien  enemies,  in- 
cluding individuals,  co-partners  and  corporations  whose  names 
appeared  at  any  one  time  in  the  enemy  trading  list  published 
by  the  War  Trade  Board  of  the  United  States.  When  making 
a  shipment  the  holder  of  the  policy  warranted  that  no  alien 
enemy  had  or  would  have  an  interest  in  the  venture  at  any 
time.  This  guarantee  was  not  made  in  writing  by  the  assured, 
but  was  an  implied  warranty,  i.e.,  his  acceptance  of  a  policy 

2  See  page  189. 
s  See  page  214. 
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containing  the  "free  from  enemy  trading''  clause  constituted 
in  itself  a  guarantee  that  only  allied  or  neutral  parties  would 
be  interested  in  the  shipment.  This  clause  was  not  included 
in  the  body  of  the  insurance  policy  but  was  added  as  an  amend- 
ment to  all  policies  which  had  been  issued. 

Non-insurable  Risks. — Underwriters  refuse  to  issue  insur- 
ance intended  to  protect  shipments  from  damage  which  is  due 
to  inherent  defects  in  the  merchandise.  Wheat  flour  and  rice 
flour  are  shipped  in  jute  bags.  Many  shipments  are  delivered 
to  a  steamer  in  perfect  condition,  but  on  unloading  it  is  fre- 
quently found  that  the  flour  is  infested  with  weevils.  Flour 
when  stored  in  a  warm  place  attracts  these  small  insects,  and 
underwriters  do  not  customarily  insure  against  such  a  risk. 
Other  commodities  are  not  insurable  against  change  of  flavor 
or  damage  due  to  an  offensive  odor  unless  such  damage  can 
be  traced  to  one  of  the  perils  usually  included  in  a  policy. 

EXEMPTIONS  WAIVED  BY  THE  UNDERWRITERS 

Seaworthiness  of  the  Vessel. — The  Harter  Act  provides 
that  the  owners  of  a  steamer  must  equip,  man  and  provision  a 
vessel  in  order  to  enable  it  to  perform  the  intended  voyage.  It 
is  usually  not  possible  for  the  exporter  to  inspect  the  steamer 
whenever  a  shipment  is  made.  The  insurance  company  would 
not  ordinarily  be  liable  for  losses  which  occur  because  a  steamer 
is  not  seaworthy.  As  an  added  protection  to  the  assured  marine 
insurance  policies  include  a  clause  in  which  the  underwriters 
waive  any  rights  they  may  have  to  refuse  payment  of  a  claim 
because  of  the  faulty  condition  of  a  steamer.  This  clause,  how- 
ever, states  that  the  underwriters  retain  their  rights  against 
the  steamship  agents  if  cargo  is  damaged  or  lost  because  the 
vessel  is  not  seaworthy. 

Payment  of  Premiums  with  Regard  to  a  Third  Party. — 
"When  an  exporter  secures  an  insurance  policy  on  a  shipment 
he  makes  for  the  account  of  a  foreign  customer,  he  usually  in- 
tends to  use  the  policy  as  part  of  the  negotiable  set  of  shipping 
documents  which  are  used  in  international  trade.  It  is  there- 
fore essential  that  the  validity  of  a  policy  which  has  been 
issued  to  an  exporter  should  not  be  qualified  or  limited  in  any 
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way.  The  holder  of  a  negotiable  set  of  ocean  bills  of  lading 
who  has  come  into  the  possession  of  the  documents  legally,  is 
the  owner  of  the  merchandise  specified  in  the  bill  of  lading. 
The  bill  of  lading  constitutes  an  acknowledgment  on  the  part 
of  the  steamship  agents  that  the  goods  described  therein  have 
been  delivered  to  the  steamer,  and  the  importer  knows  that  he 
Can  secure  possession  of  the  merchandise  upon  surrendering 
the  bill  of  lading  to  the  steamship  agents.  He  furthermore 
knows  that  he  can  press  a  claim  against  the  steamship  agents 
for  damage  due  to  carelessness  in  handling  the  shipment,  etc. 
The  insurance  policy  is  issued  to  protect  the  owner  of  the  ship- 
ment against  losses  or  damages  arising  from  contingencies  from 
which  the  steamship  agents  and  the  seller  are  exempted.  The 
importer  who  suffers  such  losses  on  his  purchases  therefore 
looks  to  the  insurance  underwriters  for  protection.  For  this 
reason  it  is  important  that  nothing  should  affect  the  validity 
of  a  policy.  The  importer  pays  for  his  merchandise  or  accepts 
a  draft  calling  for  payment  at  some  future  date  on  the  assur- 
ance that  the  shipping  documents  which  he  receives  accord  him 
full  protection  against  the  steamer  and  the  underwriters,  in 
accordance  with  the  terms  of  the  bill  of  lading  and  the  insur- 
ance policy  which  he  receives.  Insurance  companies  issue  bills 
once  a  month  for  the  payment  of  premiums  due.  In  certain 
forms  of  insurance  the  underwriters  have  the  right  to  cancel 
the  policies  if  the  premiums  have  not  been  paid,  but  it  is  cus- 
tomary to  include  in  marine  insurance  policies  a  clause  in 
which  the  insurance  company  agrees  to  waive  its  right  for  un- 
paid premiums  as  between  itself  and  a  third  party  holding  the 
policy.  This  protects  the  importer  from  the  danger  of  having 
the  policy  cancelled  without  his  knowledge  because  the  ex- 
porter who  has  effected  the  insurance  has  failed  to  pay  the 
premium.  The  rights  of  the  underwriter  against  the  exporter 
are  unimpaired,  but  he  cannot  cancel  the  policy  because  of  non- 
payment of  premiums  and  he  cannot  refuse  to  pay  the  importer 
a  claim  under  the  policy  because  the  premium  is  still  owing.4 

4  This  applies  only  to  shipments  which  have  been  insured  by  the  ex- 
porter. It  does  not  arise  in  connection  with  insurance  effected  by  an  im- 
porter under  an  open  policy,  unless  the  importer  secures  a  certificate 
under  the  policy  which  he  endorses  to  a  bona  fide  purchaser. 
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RISKS  INSURED  BY  SPECIAL  AGREEMENT 

The  printed  form  of  insurance  policy  issued  by  the  under- 
writers protects  merchants  engaged  in  foreign  trade  from  losses 
or  risks  to  which  their  shipments  are  subjected.  However,  this 
portion  of  the  policy  includes  only  those  risks  against  which 
all  shipments  would  be  insured.  Therefore  all  policies  are 
amended  to  include  clauses  which  apply  to  the  commodities 
dealt  in  by  the  holder  of  the  policy.  Each  importer  and  ex- 
porter insures  his  shipment  against  specific  risks  which  might 
not  apply  to  another  merchant.  These  special  clauses  vary 
widely  but  the  inclusion  of  a  few  will  suffice  to  serve  as  illus- 
trations. 

On  Deck  Cargo. — The  printed  form  of  marine  insurance 
policy  assumes  that  all  shipments  will  be  made  under  deck. 
Certain  cargo  cannot  be  placed  in  the  hold  and  must  be  carried 
on  deck.  This  is  true  chiefly  of  certain  dangerous  chemicals 
such  as  carbolic  acid  and  chlorate  of  potash.  The  risk  of  dam- 
age to  "on  deck"  cargo  is  much  greater  than  to  merchandise 
carried  in  holds.  Underwriters  are  willing  to  insure  "on  deck" 
cargo  and  charge  a  rate  of  two  or  three  times  the  under  deck 
rate  for  taking  the  extra  risk. 

Time  Limit  on  Dock. — Insurance  policies  protect  a  ship- 
ment from  "warehouse  to  warehouse  in  due  course  of  transit." 
During  the  war  there  was  much  congestion  at  some  of  the 
principal  ports  of  the  world.  "Whereas  in  normal  times  a  ship- 
ment could  be  removed  from  a  dock  in  London  within  two  or 
three  days  after  the  arrival  of  a  steamer,  during  the  war  the 
merchant  would  be  unable  to  take  possession  of  his  goods  until 
two  or  three  weeks  after  unloading.  In  some  South  American 
ports  where  it  was  customary  for  merchandise  to  stay  on  dock 
for  three  or  four  weeks,  the  time  was  lengthened  to  forty -five 
or  sixty  days.  The  phrase  "in  due  course  of  transit"  limits 
the  time  on  dock  to  the  customary  length  of  time  it  takes  to 
remove  merchandise  from  dock  at  the  particular  port  of  des- 
tination. The  same  limitation  that  would  be  applied  to  a  Euro- 
pean port  where  the  unloading  facilities  are  excellent  would 
not  apply  to  a  South  American  or  Far  Eastern  port  where 
delay   is   customary.     Insurance   underwriters   agree   to    insure 


RISKS  INSURED  BY  SPECIAL  AGREEMENT  211 

merchandise  for  a  longer  time  on  dock  upon  the  payment  of 
an  additional  premium.  An  amendment  to  this  effect  can  be 
included  in  the  open  policy.  The  assured  must  inform  the 
insurance  company  of  the  actual  length  of  time  the  shipment 
stayed  on  dock,  as  soon  as  he  receives  this  information.  If  in 
normal  times  a  shipment  can  be  removed  from  a  dock  in  Genoa 
within  a  week,  and  abnormal  conditions  prevented  the  importer 
from  taking  delivery  until  two  or  three  weeks  after  the  arrival 
of  the  steamer,  the  holder  of  a  policy  would  require  additional 
insurance. 

Limitation  of  Liability  in  the  Steamship  Bill  of  Lading. — 
In  nearly  all  ocean  bills  of  lading  there  is  a  clause  limiting  the 
liability  of  the  steamer  to  a  fixed  value  per  package  or  per  unit 
of  weight.  This  limitation  of  value  is  frequently  .$50.00  or 
$100.00  per  shipping  package.  The  amount  varies  in  the  bills 
of  lading  issued  by  the  different  steamship  companies.  If  a 
case  of  shoes  which  is  valued  at  $500.00  is  lost  because  of  negli- 
gence on  the  part  of  the  steamship  operators  the  shipper  can 
only  secure  payment  of  a  claim  amounting  to  the  fixed  value 
of  the  limitation  of  liability  in  the  bill  of  lading.  Insurance 
underwriters  will  frequently  include  in  the  policy  a  clause 
protecting  the  merchant  against  loss  or  damage  arising  from 
contingencies  for  which  the  steamship  company  is  responsible 
for  the  amount  of  the  damage  in  excess  of  the  steamer's  limita- 
tion of  liability. 

Transshipment. — Under  the  open  policy  the  assured  noti- 
fies the  underwriters  about  a  shipment  as  soon  as  he  learns 
the  name  of  the  steamer.  In  its  bill  of  lading  the  steamship 
company  retains  the  privilege  of  transshipping  merchandise 
whenever  necessary  or  of  shutting  goods  out  of  one  steamer 
and  forwarding  them  on  another.  A  New  York  exporter  may 
contract  for  the  shipment  of  a  cargo  of  steel  from  New  York 
to  Kobe  on  the  steamer  Western  Cross.  Conditions  make  it 
necessary  for  the  steamship  operators  to  forward  the  merchan- 
dise on  the  steamer  Crewe  Hall  instead  of  on  the  Western 
Cross.  The  holder  of  the  policy  does  not  learn  of  the  change 
in  steamers  until  the  arrival  of  the  goods  in  Japan.  The  policy 
that  has  been  issued  insures  the  merchandise  for  shipment  on 
the  Western  Cross.     The  shipment  on  the  Crewe  Hall  is  in- 
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sured  because  all  policies  include  a  clause  which  insures  cargo 
on  the  specifically  named  steamer  and/or  steamers.  Trans- 
shipments are  insured  provided  the  name  of  the  steamer  actu- 
ally carrying  the  goods  is  given  to  the  underwriters  as  soon  as 
it  comes  to  the  attention  of  the  assured. 

Special  Particular  Average  Insurance. — If  an  importer 
makes  a  purchase  c.i.f.  port  of  destination  in  his  country  he 
secures  from  the  exporter  a  policy  or  certificate  of  insurance  is- 
sued in  conformity  with  the  terms  of  the  open  policy  held  by 
the  exporter.  Frequently  the  policy  supplied  by  the  exporter 
will  not  include  sufficient  coverage  to  satisfy  the  importer. 
Importers  therefore  often  include  in  their  open  policies  a  clause 
known  as  "Difference  in  conditions  of  insurance."  This  cov- 
ers any  difference  in  conditions  in  the  terms  of  the  open  policy 
held  by  the  importer  from  those  in  the  policy  furnished  by  the 
shipper.  For  example,  many  shipments  from  the  Far  East 
to  the  United  States  are  insured  with  British  companies,  free 
of  particular  average.  If  the  merchandise  has  been  purchased 
e.&f.  New  York  instead  of  c.i.f.  New  York,  the  shipment  would 
have  been  insured  with  average.  The  policy  received  by  the 
importer  from  the  shipper  protects  the  importer  against  loss 
arising  from  f.p.a.  contingencies.  Under  the  open  policy  held 
by  the  importer  the  shipment  is  insured  against  p. a.  losses. 
The  premium  charged  for  p. a.  insurance  is  about  one-half  of 
the  rate  which  the  underwriters  charge  for  protecting  the 
shipment  against  the  risks  from  total  loss,  general  average  loss 
and  particular  average  loss. 

Theft  and  Pilferage. — During  the  war  and  the  period  im- 
mediately thereafter  many  of  the  losses  suffered  by  importers 
were  due  to  pilferage.  Cases  were  opened  by  thieves  and  part 
or  all  of  the  contents  stolen.  The  case  was  then  closed  up. 
The  thieves  operated  so  skilfully  that  the  losses  were  not  dis- 
covered until  after  the  arrival  of  the  shipment  at  destination. 
The  losses  which  the  underwriters  suffered  through  pilferage 
were  so  great  that  an  extra  premium  was  charged  for  the  in- 
clusion in  a  policy  of  the  theft  and  pilferage  clause.  The  rate 
charged  by  the  insurance  company  depended  largely  upon  the 
character  of  the  merchandise.  Commodities  which  are  shipped 
in  bulk  or  in  large  barrels  or  bags  do  not  lend  themselves  as 
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readily  to  theft  as  shoes  or  jewelry  which  are  packed  in  card- 
board boxes  and  then  in  cases.  For  some  time  most  under- 
writers refused  to  cover  this  risk  at  any  premium.  Others 
would  insure  for  only  75  per  cent  of  the  value  of  the  shipment 
and  insist  that  the  merchant  co-insure  for  the  other  25  per  cent. 
The  situation  with  regard  to  theft  and  pilferage  has  relieved 
itself  greatly  and  merchants  can  secure  this  protection  from 
many  underwriters. 

Leakage  and  Breakage. — Ocean  bills  of  lading  frequently 
include  a  clause  which  reads:  "Insufficiently  protected;  steam- 
ship not  responsible  for  loss  or  breakage."  The  condition  of 
the  package  is  of  no  consequence.  The  steamship  companies 
thereby  arbitrarily  relieve  themselves  from  liability  for  such 
losses.  Importers  and  exporters  who  deal  in  liquids  or  easily 
breakable  articles  therefore  insure  their  shipments  against  loss 
due  to  leakage  and  breakage.  A  recent  shipment  of  glycerine 
to  Bombay  offers  a  good  example  of  what  often  arises  in  foreign 
trade.  The  liquid  glycerine  was  packed  in  tins  containing 
about  fifty  pounds  of  glycerine.  The  tin  weighed  6  lbs.  Two 
tins  were  packed  in  a  wooden  case  of  which  the  gross  weight 
was  134  lbs.  The  steamship  agents  issued  clean  bills  of  lading 
covering  the  shipment.  Upon  the  arrival  of  the  merchandise 
at  Bombay  it  was  found  that  60  per  cent  of  the  glycerine  had 
been  lost  because  the  cases  and  tins  had  been  broken.  A  claim 
was  first  filed  against  the  steamship  company,  which  refused 
to  make  payment,  alleging  that  the  packing  was  insufficient. 
The  exporter  then  turned  to  the  underwriters  and  was  able  to 
collect  his  claim  because  the  policy  included  this  special  pro- 
tection. The  risk  of  leakage  and  breakage  on  glycerine  which 
is  shipped  in  heavy  steel  drums  is  much  less.  On  shipments 
in  tins  the  premium  is  high,  but  when  the  heavy  steel  drums 
are  used  the  rate  is  little  above  that  charged  for  the  insurance 
of  ordinary  marine  risks. 

Insurance  Against  All  Risks. — The  English  construction  of 
this  term  differs  from  the  American.  In  the  United  States  the 
insurance  companies  which  insure  against  "all  risks"  include 
in  their  policies  a  clause  which  reads:  "Insured  against  all 
risks  from  any  cause  whatsoever  irrespective  of  percentage  of 
damage."     This  clause  protects  the  shipper  against   any  loss, 
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regardless  of  the  amount.  On  a  shipment  of  1,000  tons  of  flour 
the  exporter  can  collect  a  claim  if  only  10  or  15  lbs.  sift  through 
the  bags.  Insurance  underwriters  do  not  readily  insure  general 
cargo  against  all  risks,  but  such  insurance  is  customary  on 
shipments  of  silver,  gold,  raw  silk  and  other  highly  valued 
merchandise.  The  rates  charged  are  higher  than  the  rate  for 
ordinary  average  insurance.  In  England  the  term  "all  risk" 
insurance  is  frequently  used  to  describe  insurance  policies 
which  include  "with  average"  insurance.  Merchants  must 
exercise  care  in  the  use  of  this  term  in  order  to  avoid  confusion 
because  of  the  different  constructions  placed  upon  it. 

Parcel  Post  Insurance. — Some  insurance  companies  issue 
books  of  coupons  to  insure  shipments  sent  by  parcel  post. 
Each  coupon  has  a  value  of  $25.00  or  $50.00  and  the  rate 
charged  is  frequently  as  low  as  5  cents  for  a  coupon.  "When 
the  package  is  mailed,  the  coupon  is  pasted  on  it.  It  is  not 
necessary  to  notify  the  underwriters  whenever  a  shipment  is 
made.  The  parcel  post  receipt  and  an  affidavit  from  the  con- 
signee are  sufficient  proof  of  loss  in  case  the  package  never 
arrives. 

War  Risk  Insurance. — The  open  policy  issued  by  the  in- 
surance companies  include  the  free  of  capture  and  seizure 
clause  which  exempts  them  from  losses  due  to  conditions  of 
war.  It  is  possible  to  secure  protection  against  war  risk  upon 
the  payment  of  an  additional  premium.  The  rate  of  the  pre- 
mium depends  entirely  upon  the  destination  of  the  goods.  Dur- 
ing the  war  the  premium  on  shipments  from  the  United  States 
to  Europe  was  at  one  time  as  high  as  35  per  cent.  The  aver- 
age trans-Atlantic  rate  was  at  one  time  as  low  as  1  per  cent. 
Kates  from  Java  to  Pacific  coast  ports  in  the  United  States 
varied  from  1  to  Yg  per  cent.  War  risk  rates  fluctuated  fre- 
quently. They  reached  their  highest  point  at  the  time  when 
the  German  submarine  warfare  was  most  successful.  When 
the  Allied  Governments  were  able  to  defend  their  merchant 
vessels  against  the  submarines,  the  rates  declined.  The  poli- 
cies issued  to  protect  shipments  against  war  risk  stated  that 
shipments  were  to  be  made  to  allied  or  neutral  countries.  The 
interests  of  alien  enemies  were  not  insurable.  Articles  which 
were   embargoed  for   import  or  export   by  any   of  the   Allied 
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Governments  could  not  be  insured.  Usually  the  warehouse  to 
warehouse  clause  did  not  apply  as  war-risk  insurance  protected 
merchandise  only  while  Avater-borne  and  included  no  land  trans- 
portation. In  a  few  instances  war  risk  insurance  was  issued 
to  include  the  risk  on  shore,  upon  the  payment  of  an  additional 
premium. 
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CHAPTER  XXI 
MECHANICS  OF  INSURANCE 

Securing  the  Insurance  Policy. — Immediately  upon  enter- 
ing the  field  of  foreign  trade  it  is  advisable  for  the  importer 
or  exporter  to  contract  for  an  open  marine  insurance  policy 
with  one  of  the  marine  insurance  underwriters.  The  services 
of  the  broker  have  already  been  described.  The  shipper  can 
apply  for  the  policy  either  direct  to  the  underwriters  or  through 
the  medium  of  the  broker.  A  formal  application  blank  is 
filled  out  which  states  the  merchandise  to  be  insured,  the  ap- 
proximate value  of  the  business  during  the  year  and  the  ap- 
proximate maximum  value  of  any  one  steamer  and  full  informa- 
tion about  the  general  character  of  the  business.  The  applica- 
tion blank  includes  the  standard  clauses  which  appear  in  the 
marine  insurance  policy  and  is  to  this  extent  practically  a 
replica  of  the  policy  itself. 

Premium  Rates  of  Marine  Insurance. — After  the  applica- 
tion has  been  approved  by  the  underwriters  the  policy  is  issued 
and  a  rate  sheet  is  attached  to  it.  The  rates  are  determined 
largely  by  competition,  but  are  also  greatly  affected  by  the 
character  of  the  merchandise  insured,  the  geographical  area  in 
which  the  shipments  are  made,  the  classification  of  the  vessels 
employed  and  the  probable  volume  of  the  insurance.  There 
are  no  standard  rates  and  each  policy  carries  with  it  a  special 
agreement.  Insurance  brokers  are  frequently  able  to  influence 
the  rates  because  of  the  volume  of  business  they  control.  In 
the  United  States  marine  insurance  rates  are  expressed  as  a 
certain  percentage  of  the  value  insured,  that  is,  on  a  shipment 
of  merchandise  valued  at  $10,000  a  rate  of  %  per  cent  results 
in  a  premium  of  $37.50.  In  England  the  rate  is  expressed  in 
"pounds  per  cent"  or  in  "shillings  per  cent."  If  the  rate  is 
more  than  one  pound  per  100  pounds  of  the  value  of  the  ship- 
ment the  former  expression  is  used.  If  the  rate  is  less  than 
one  pound  per  100  pounds  of  value,  the  latter  expression  is 
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used.  On  a  shipment  valued  at  1,000  pounds  a  rate  of  2 
pounds  per  cent  brings  a  premium  of  20  pounds.  On  the  other 
hand,  a  rate  of  10  shillings  per  cent  results  in  a  premium  of 
5  pounds.  One  pound  per  cent  is  the  equivalent  of  the  Ameri- 
can expression  of  1  per  cent.  Anything  that  is  less  than  1 
per  cent  is  expressed  in  shillings  per  cent.  Each  shilling  per 
cent  is  the  equivalent  of  the  American  1/20  of  1  per  cent. 

Provisional  Binder. — One  copy  of  the  insurance  policy  is 
sent  to  the  assured,  one  copy  to  the  broker  and  one  copy  is 
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insurance  signed 

3  SOUTH  WlLUAU   STRICT 

Fig.  42. — Insurance    Binder    with    Final    Particulars 

retained  by  the  underwriters.  Upon  receipt  of  a  cable  from 
abroad  stating  that  a  shipment  has  been  made  on  a  certain 
steamer,  the  importer  mails  to  the  broker  a  statement  known 
as  the  " provisional  binder."  The  provisional  binder  gives  the 
insurance  company  all  of  the  information  available  about  the 
shipment  at  that  time.  It  includes  the  name  of  the  steamer, 
the  ports  of  origin  and  of  destination,  the  quantity  and  the 
type  of  the  merchandise  and  the  approximate  value  of  the  ship- 
ment. It  furthermore  states  that  the  insurance  is  "open  for 
final  particulars."  This  statement  informs  the  underwriters 
that  detailed  information  will  be  supplied  upon  the  receipt  of 
the  shipping  documents.  As  soon  as  the  broker  receives  the 
provisional  binder  he  forwards  a  copy  of  it  on  his  own  form 
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to  the  underwriters  and  mails  an  acknowledgment  to  the  as- 
sured. AVhen  an  export  shipment  is  made  the  shipper  sends 
the  provisional  binder  to  the  underwriters  as  soon  as  the  freight 
contract  is  secured  from  the  steamship  agents. 

Final  Particulars. — When  the  commercial  invoice  is  re- 
ceived by  the  importer  final  particulars  are  forwarded  to  the 
broker  for  transmission  to  the  underwriters.  The  same  blank 
that  was  used  for  the  provisional  binder  is  used  for  the  final 
particulars,  with  the  exception  that  the  one  blank  bears  the  rubber 
stamp  "Open  for  final  particulars"  and  the  other  is  stamped 
"Final  particulars."  Full  information  about  the  shipment  is 
given.  The  exact  value  of  the  merchandise  is  stated.  If  the 
goods  are  invoiced  in  United  States  currency  the  profit  to  be 
insured  is  added  to  the  invoice  amount  and  the  total  is  given 
to  the  underwriters.  The  duty  is  stated  separately.  If  the 
merchandise  is  purchased  in  a  foreign  currency,  the  rate  of 
exchange  agreed  upon  in  the  policy  is  used.  If  freight  is  pre- 
paid or  guaranteed  it  is  included  in  the  value  of  the  merchan- 
dise ;  if  collectible  and  non-guaranteed  it  is  stated  separately. 
A  full  description  of  the  merchandise  is  given,  including  the 
marks  and  numbers  on  the  packages  and  the  number  and  type 
of  the  packages.  The  ports  of  origin  and  destination  are 
stated,  including  the  route  taken  by  the  steamer.  The  name  of 
the  steamer  and  the  date  of  the  bill  of  lading  are  also  included. 
At  the  end  of  each  month  the  underwriters  send  a  statement  of 
the  premiums  due  to  the  broker.  This  is  forwarded  by  the 
broker  on  his  own  bill-head  to  the  assured.  If  the  importer 
wishes,  a  separate  policy  or  certificate  of  insurance  can  be 
issued  on  each  shipment  to  prove  that  insurance  has  been  ef- 
fected. This  is  not  usually  required,  because  the  acknowledg- 
ment from  the  broker  is  a  sufficient  guarantee  to  the  assured 
that  his  shipment  has  been  protected  in  accordance  with  the 
terms  of  the  policy. 

Insurance  Certificates. — In  order  to  simplify  the  mechanics 
of  insurance,  policies  are  usually  not  issued  on  export  ship- 
ments. In  their  place  a  certificate  of  insurance  is  used  which 
includes  certain  of  the  conditions  of  the  open  policy  and  fur- 
thermore states  that  the  shipment  is  insured  subject  to  all  of 
the  terms  of  the  open  policy.     For  purposes  of  identification 
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WILLCOX.    PECK    &    HUGHES 

Average  Adjusters  and  Insurance  Brokers 

3    SOUTH    WILLIAM    STREET 


Ken  York,  -- fone  Stte- /9£ 

ROSS  INDUSTRIAL  CORPORATION 

Dear  Sirs: 
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;  m  We  &eg  /o  advise  you  that,  according  to 
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J  instructions,  we  have  insured  Under    yOUT   Open   polioy 

|!  utfA  ...INTEMATI ON AL... INSURANCE  CO. 

^  ^....15,000- 

53  on...? ...cases [..Automobiles! ...Parts  &  Accessories 


°<    valued  at  ..Sim. .insured 

1 1    per 88 .."FLORENCE  .  JILLI AM8  » 


:£i  is    at  and  from  ..yew  York  to  Shanghai,  direct  or 
>5l  It  via  port  or  port1* 
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average  M  PER  POLICY  -   ALSO    INCLUDING   WAR  RISK 
Marine- "SC^I 

Rale  of  premium **?_-_.3l 

Yours  respectfully, 

WILLCOX,    PECK  &  HUGHES 

By-  (Signed) 

Fig.  43.— Acknowledgment  from  Broker  that  Insurance  has  heen  effected 
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the  number  of  the  policy  is  written  in  the  certificate.  Likewise, 
if  the  exporter  has  no  open  policy,  certificates  of  insurance  will 
frequently  be  issued  on  export  shipments  in  the  place  of  a  full 
marine  insurance  policy.  Such  a  certificate  also  carries  with  it 
full  protection  to  the  assured.  The  certificate  of  insurance  con- 
tains all  of  the  particulars  of  the  shipment,  which  include  a  full 
description  of  the  merchandise,  the  insured  value  of  the  ship- 
ment, the  ports  of  origin  and  of  destination,  the  marks  on 
the  packages  and  any  special  conditions  of  insurance  applying 
to  the  particular  shipment.  If  an  exporter  has  secured  an 
open  policy  the  underwriters  will  prepare  a  pad  of  insurance 
certificates.  Each  certificate  is  numbered  and  is  issued  in  quad- 
ruplicate. All  of  the  certificates  are  countersigned  by  a  duly 
constituted  agent  of  the  underwriters.  Whenever  a  shipment 
goes  forward  the  exporter  fills  in  on  one  set  of  certificates  full 
particulars  of  the  shipment.  Usually  two  of  the  certificates 
accompany  the  other  shipping  documents.  One  copy  is  re- 
tained by  the  exporter  for  his  files.  The  fourth  copy  is  sent 
to  the  underwriters  either  direct  or  through  the  broker.  As 
all  of  the  insurance  certificates  constitute  a  contract  which  has 
already  been  signed  by  the  underwriter,  none  can  be  destroyed 
without  a  guarantee  to  the  insurance  company  that  no  claim 
for  damage  will  be  made  under  the  certificate  bearing  that  par- 
ticular number;  otherwise  the  underwriters  will  insist  upon 
the  payment  of  a  premium  even  if  the  certificate  is  never  used. 
The  certificates  do  not  include  war  risk  insurance  and  insur- 
ance against  special  risks.  If  such  insurance  is  wanted  the 
certificates  must  be  sent  to  the  underwriters  for  the  addition 
of  the  necessary  endorsements. 

Recently  a  decision  was  handed  down  in  an  English  court 
which  held  that  a  certificate  of  insurance  was  insufficient  when 
the  sales  contract  provided  for  an  insurance  policy.  The  cus- 
tom of  issuing  insurance  certificates  to  replace  insurance  poli- 
cies has  been  in  vogue  for  many  years  and  it  is  not  likely  that 
even  the  decision  of  the  court  will  change  this  practice.  To 
prevent  disputes  and  litigation  it  is  advisable  for  exporters  to 
stipulate  in  their  sales  contracts  that  certificates  of  insurance 
issued  against  open  policies  are  to  be  accepted  by  their  cus- 
tomers in  the  place  of  the  full  policies.     In  most  instances  no 
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importers  have  ever  questioned  certificates  of  insurance  issued 
by  the  underwriters.  Disputes  are  likely  to  arise  on  a  falling 
market  when  an  importer  attempts  to  take  advantage  of  every 
technicality  in  order  to  avoid  acceptance  of  the  shipment. 

Office  Record  of  Insurance. — Although  the  assured  retains 
in  his  files  one  copy  of  the  insurance  certificate  issued  for  ex- 
port shipments  and  a  copy  of  the  final  binder  on  import  ship- 
ments, it  is  cumbersome  to  have  to  refer  to  these  files  when 
checking  insurance  bills  or  when  looking  up  a  particular  ship- 
ment. Each  importer  and  exporter  therefore  devises  a  simple 
method  of  recording  the  details  of  his  individual  shipments. 
A  page  taken  from  a  book  used  by  one  merchant  is  included 
and  may  serve  as  a  working  example  for  others. 


DATE  OF 
CERTIFICATE 

2/13/19 


MARINE 

STEAMER 

FROM 

TO 

AMOUNT 

RATE 

PREM 

WAR.  AM'T 

RATE 

Rex  Magnus 

v.  y 

Cairo 

12,000 

%% 

$90 

12.000 

1%% 

PREM. 
$180 


NO. 

OF    RA(i. 

CERTIFICATE 

DATE 

PAID 

CHECK 

NO. 

ETC. 

MERCHAND 

SE 

NO. 

COMPANY 

ASSURED 

Mar.  3 

1919 

8G3i 

30 

oast  8 

Shoes 

89732/, 

South 
Atlantic 

ourselves 

SETTLEMENT  OF  LOSSES 


"When  a  shipment  has  been  totally  lost  or  partially  damaged 
the  assured  must  prepare  his  claim  and  present  it  to  the  under- 
writers in  order  to  secure  payment  in  conformity  with  the 
terms  of  the  policy.  The  better  equipped  brokerage  houses  main- 
tain loss  departments  and  undertake  the  collection  of  claims 
on  behalf  of  their  clients.  In  Europe  brokers  charge  a  com- 
mission of  1  per  cent  of  the  amount  of  the  claim  for  their 
services,  but  in  the  United  States  this  work  is  done  without 
charge  to  the  importer  and  is  part  of  the  service  which  the 
broker  renders  his  client. 
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Total  Loss. — If  a  shipment  has  "been  totally  lost  at  sea  or 
is  found  upon  arrival  at  destination  to  be  entirely  without 
value,  a  claim  for  payment  in  full  under  the  terms  of  the  policy 
is  filed  with  the  underwriters.  The  importer  secures  from  the 
steamship  agents  a  statement  certifying  that  the  merchandise 
listed  in  the  bill  of  lading  was  actually  loaded  on  board  the 
steamer  at  the  time  the  vessel  sailed  on  the  voyage  on  which 
the  goods  were  lost.  In  order  to  prove  that  he  owns  the  goods 
the  importer  must  file  with  the  underwriters  a  copy  of  the 
ocean  bill  of  lading  endorsed  in  blank  or  to  his  order.  He 
must  furthermore  present  a  copy  of  the  insurance  policy  or 
the  insurance  certificate  and  a  copy  of  the  commercial  invoice 
to  show  the  actual  cost  of  the  merchandise.  "Whenever  a  loss 
occurs  the  master  of  the  vessel  prepares  a  statement  known  as 
the  "protest."  This  is  an  official  statement  of  the  cause  of 
the  loss.  A  copy  of  the  protest  must  also  be  filed  with  the 
underwriters  in  order  to  prove  that  the  loss  was  due  to  one  of 
the  contingencies  insured  against. 

Particular  Average  Loss. — When  a  shipment  arrives  par- 
tially damaged  the  underwriters  or  their  agents  at  the  port  of 
destination  should  be  notified  immediately.  A  surveyor  is  ap- 
pointed by  the  representatives  of  the  insurance  company  to 
examine  the  merchandise  and  determine  the  extent  of  the  loss. 
The  surveyors  act  on  behalf  of  the  underwriters  and  attempt 
to  effect  a  settlement  with  the  importer.  If  the  damage  is 
slight  they  are  usually  able  to  agree  with  the  importer  on  an 
allowance  based  on  the  market  value  of  the  goods  in  sound  con- 
dition at  the  time  of  arrival  and  the  actual  marketable  value  of 
the  damaged  merchandise.  For  example,  if  a  shipment  of  1,000 
bales  of  hemp  arrives  at  New  York  in  a  damaged  condition, 
the  importer  immediately  notifies  the  underwriters.  The  sur- 
veyor and  a  representative  of  the  importer  inspect  the  ship- 
ment and  agree  that  the  extent  of  the  damage  is  25  per  cent 
of  the  value  of  the  shipment.  At  the  time  the  steamer  sailed 
from  Africa  hemp  Avas  worth  10  cents  a  lb.  A  profit  of 
10  per  cent  was  insured  against,  making  the  total  insured 
value  11  cents  per  lb.  The  importer  therefore  receives  from 
the  underwriters  2?,4  cents  per  lb.  Settlement  for  losses  is  al- 
ways based  on  the  value  stated  in  the  insurance  policy  regard- 
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less  of  market  conditions.  The  market  value  of  the  merchan- 
dise in  sound  condition  and  the  actual  marketable  value  of  the 
merchandise  in  its  damaged  state  enter  into  consideration  only 
in  so  far  as  they  determine  the  percentage  of  the  damage. 
After  the  percentage  of  the  damage  is  agreed  upon  by  the  sur- 
veyor and  the  importer  a  settlement  is  made  on  the  basis  of 
the  insured  value.  The  importer  receives  whatever  per  cent 
of  the  insured  value  he  accepts  as  the  correct  extent  of  the  loss. 

In  settling  claims  the  particular  average  conditions  of  the 
policy  determine  whether  or  not  a  claim  is  valid.  If  the  hemp 
is  insured  subject  to  3  per  cent  particular  average  on  the  en- 
tire shipment,  no  claim  can  be  filed  unless  there  is  a  damage 
amounting  to  3  per  cent  of  the  value  of  the  shipment.  One 
or  two  bales  can  be  destroyed  and  no  claim  would  be  valid.  In 
certain  instances  importers  are  unable  to  agree  with  the  sur- 
veyor as  to  the  proper  amount  which  should  be  allowed  for 
damage  to  a  shipment.  The  merchandise  is  then  sold  at  a 
public  auction  and  the  proceeds  are  given  to  the  importer.  The 
difference  between  the  proceeds  of  the  sale  and  the  amount 
which  is  collectible  under  the  policy  is  paid  by  the  under- 
writers. 

When  filing  claim  for  partial  damage  the  assured  must  send 
the  underwriters  a  copy  of  the  bill  of  lading  endorsed  in  blank 
or  to  his  order,  a  certified  copy  of  the  commercial  invoice  and 
a  copy  of  the  insurance  policy  or  certificate  of  insurance.  The 
surveyor's  report  accompanies  the  documents  in  proof  of  the 
claim  in  place  of  the  master's  protest.1  If  insurance  has  been 
effected  by  the  importer  under  an  open  policy  he  communicates 
with  the  underwriters  either  direct  or  through  his  broker.  If 
the  policy  has  been  issued  in  the  country  of  origin  claims  can 
be  collected  through  the  resident  agents  of  the  underwriters. 
Many  importers  prefer  to  send  the  claims  documents  to  their 
shippers,  who  present  them  to  the  underwriters.  The  charge 
of  the  survey  varies  with  the  amount  of  work  done.  In  some 
cases  it  is  as  low  as  $5.00,  but  in  others  it  amounts  to  several 
hundred  dollars.  The  cost  of  the  survey  is  borne  by  the  under- 
writers. 

1  If  the  damage  is  due  to  stress  of  weather,  etc.,  a  copy  of  the  protest 
is  reauired. 
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General  Average  Loss. — The  appointment  of  the  general 
average  adjuster  lies  with  the  one  holding  the  largest  interest 
in  the  venture.  Immediately  after  his  appointment  the  general 
average  adjuster  instructs  his  surveyors  to  estimate  the  amount 
of  the  damage.  Those  who  have  suffered  a  loss  are  instructed 
to  file  their  claims.  In  order  to  arrive  at  the  total  value  of  the 
venture  the  adjuster  sends  to  all  of  the  parties  at  interest  a 
blank  form  which  calls  for  complete  information  about  the 
shipment.  Importers  must  state  the  invoice  value  of  the  mer- 
chandise as  well  as  the  insured  value  and  the  market  value  in 
sound  condition  on  the  date  of  arrival.  A  description  of  the 
shipment  and  the  name  of  the  underwriters  are  also  given. 
Shipping  charges  such  as  freight  and  insurance  are  included 
in  the  statement.  These  charges  and  any  duty  which  has  been 
paid  are  deducted  from  the  market  value  in  sound  condition 
at  the  time  of  arrival.  The  difference  constitutes  the  net  cash 
value  upon  which  the  general  average  contribution  is  based. 
If  it  amounts  to  more  than  the  insured  value  of  the  goods,  the 
shipper  shares  with  the  underwriters  the  contribution.  If  a 
shipment  is  insured  at  $10,000  and  is  found  to  have  a  net  cash 
value  of  $15,000.00,  the  underwriters  pay  two-thirds  of  the 
general  average  contribution  and  the  shipper  pays  one-third. 

The  following  example  serves  to  illustrate  the  settlement 
of  a  general  average  loss.  The  steamer  is  valued  at  $1,000,- 
000.00.  The  prepaid  freight  amounts  to  $200,000.00.  The  net 
value  of  the  cargo  is  $800,000.00.  The  total  value  of  the  entire 
venture  is  therefore  $2,000,000.00.  During  a  severe  storm  it 
was  found  necessary  to  jettison  cargo  valued  at  $100,000.00. 
This  represents  a  loss  of  5  per  cent  of  the  value  of  the  entire 
venture.  Each  party  must  contribute  5  per  cent  of  its  interest 
in  the  venture.  The  owners  of  the  vessel  pay  $50,000.00.  The 
agents  of  the  steamer  to  whom  the  freight  has  been  paid  con- 
tribute $10.^000.00.  The  underwriters  who  have  insured  the 
cargo  pay  $40,000.00.2  The  total  contribution  is  $100,000.00. 
The  interests  which  have  suffered  the  loss  are  reimbursed  for 
their  proportion  of  the  loss.  If  they  have  been  insured  they 
receive  the  full  amount  of  their  loss  but  their  underwriters 
must  contribute  $5,000.00  because  the  interest  suffering  the  loss 

2  On  uninsured  merchandise  the  contribution   is   paid   by   the  owners. 
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must  pay  its  share  of  the  loss  toward  the  general  average  con- 
tribution.    If  the  interests  which  have  suffered  loss  had  not  been 


■   SOURABAYA/NY       Bill  of  Lading  No 1 — 

&latPttt?nt    Of    B  a  I U  t  for  contribution  to  General  Average  of  goods  landed  from 


Steamer  _ SAGADAHOC ._.. Consigned  to  .....Spl.oe  .Grinder_8_,__Inc. _ 

WHOLESALE  MARKET  VALUE    IN   NEW  YORK,  IN  THE  CONDITION  LANDED.  OF  THE  FOLLOWINO  GOODS: 

<  NOTE  -  If  U|  of  the  eooda  have  been  damaged,  ttate  separated  hereon  the  quantity  and  value  of  the  damaged  portion  I 


HFC  1/75 
HEW  YORK 


.75  Bags    Nutmegs 


11001   It*        19* 


Market  value  < 


GROSS  AMOUNT 


Less X/.Z.per  cent.  Discount  for  Cash  (if  any) 

CHARGES  (to  be  deducted) 

Freight  per  Bill  of  Lading  ffiSSSSS)  @ 

Import  Duty,  Paid,  Het..XW*\..V».*..9-M-.V9TL..Vo. 

Landing  Charges;  Cartage 

Weighing  ...11376..1bs....gr.  ©4*pai 

100  lbs. 
Storage  and  Labor 


11001 


455 


2C90 


Net  Cash  l/alue 


2090 


$      2090 


JLQ_ 


135 


1944 


19 


19 


45.. 


46 


28 


Other  Charges,  if  any 

Brokerage  (if  paid)  on  $  2090.19.  @   1- fc 

The  Invoice  Value  ol  the  above  goods  is  $   165Q..15 

And  they  were  insured  a,M....9.QUth.Br)..U6h.  .J.rifl.....Qp. ....  Insurance  Co.  fori,.  2145.00    ... 

The   above   is   a   true   and   correct   statement   of    the    value   of   our   goods   ex   the   above    named    vessel, 
as   of   date   of   complete   discharge   and    in   the   landed   condition. 

New  York **?  Mth /922 

(Signature  of  Consignees,) Signed 


Fig.  45. — Statement  of  Value  in  General  Average  Settlement  on  Imported 

Goods 

protected  by  insurance  they  would  receive  only  $95,000.00.    The 
balance  represents  their  share  of  the  contribution. 

General   Average   Bond.— Upon   arrival   of   a   steamer   on 
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which  there  has  been  a  general  average  loss  the  adjusters  take 
steps  to  assure  collection  of  the  contribution  from  each  party  at 
interest.  As  trustees  of  the  venture  the  adjusters  have  a  lien 
on  the  vessel,  the  prepaid  freight  and  the  cargo.  It  would 
seriously  inconvenience  importers  and  owners  of  the  steamer  if 
cargo  and  vessel  were  held  by  the  adjusters  pending  the  settle- 
ment of  the  general  average  loss.  It  is  frequently  necessary 
to  send  abroad  for  information  and  the  investigation  may  take 
two  or  three  years.  In  order  to  facilitate  the  adjustment  and  en- 
able the  steamship  agents  to  use  the  steamer  and  the  importers  to 
secure  possession  of  their  merchandise,  the  general  average  ad- 
justers allow  the  release  of  the  vessel  and  the  cargo.  Each 
party  at  interest  must  file  with  the  adjusters  a  bond  which 
guarantees  the  payment  of  the  contribution  when  called  for. 
If  a  shipment  is  not  insured  the  adjusters  require  a  deposit 
from  the  importer  which  is  the  estimated  amount  of  the  con- 
tribution to  be  required.  This  deposit  is  demanded  because 
the  adjusters  have  no  means  of  knowing  whether  or  not  the 
importer  will  be  in  a  position  to  pay  the  contribution  when  the 
loss  has  been  adjusted.  If  a  shipment  is  insured  no  deposit  is 
demanded.  Instead,  the  underwriters  sign  a  guaranty  to  pay 
the  contribution.  Upon  receiving  the  general  average  bond 
and  the  guaranty  of  the  insurance  company  the  general  average 
adjusters  release  the  steamer  and  the  cargo  to  their  respective 
owners. 
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CHAPTER  XXII 
THE  CONSIGNMENT  AND   THE  OPEN  ACCOUNT 

In  financing  foreign  business  and  deciding  which  of  the 
many  forms  of  payment  to  require  from  different  customers,  it 
is  necessary  to  adopt  a  credit  policy  conforming  to  foreign 
customs  and  conditions,  to  the  financial  status  of  both  seller  and 
buyer,  and  to  the  nature  of  the  product.  The  considerations 
arising  in  the  choice  of  such  a  policy  will  be  dealt  with  in  this 
section,  but  it  is  first  necessary  to  consider  the  methods  of 
payments  in  general  use. 

Definitions  of  the  Consignment  and  the  Open  Account. — 
In  many  instances  exporters  have  agents  or  resident  salesmen 
in  the  principal  commercial  centers  of  the  world  to  whom  they 
ship  goods  on  consignment,  with  instructions  to  sell  the  mer- 
chandise while  afloat  or  after  arrival  at  an  agreed  price  or  at 
the  highest  possible  figure.  In  other  cases  goods  are  shipped 
to  foreign  customers  on  open  account,  as  is  done  to  a  large 
extent  in  domestic  business.  This  practice  of  shipping  goods, 
sending  the  customer  an  invoice  and  bill  of  lading,  debiting  his 
account  with  the  invoice  amount,  and  relying  on  his  integrity 
to  remit  after  the  expiration  of  an  agreed  period  of  time,  is 
common  within  the  borders  of  a  country.  It  is  also  usual  in 
international  trade  on  a  continent,  and  the  German,  Dutch, 
Swiss  and  other  European  merchants  do  not  regard  trade  with 
each  other  as  foreign  in  the  accepted  meaning  of  the  word. 
Likewise,  Cuban  and  Mexican  houses  often  ask  that  credits  on 
open  account  be  extended  to  them  by  American  firms. 

Disadvantages  of  the  Open  Account  and  Consignment. — 
In  domestic  business,  with  our  legal  code  definitely  establishing 
the  rights  of  seller  and  buyer,  there  is  no  objection  to  selling 
on  open  account.  The  peculiar  characteristics  of  foreign  trade, 
however,  make  the  consignment  and  open  account  the  exception 
and  not  the  rule  in  financing  imports  and  exports.  Interstate 
travel  is  far  easier  than  international.     Customs  and  laws  vary 
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so  widely  in  different  countries  that  a  great  deal  of  trouble 
and  expense  in  settling  unpaid  and  disputed  claims  is  caused. 
Thirdly,  the  extension  of  credit  abroad  requires  much  more 
liquid  capital  than  in  domestic  business  because  of  the  slower 
mails  and  because  the  banks  as  a  rule  do  not  aid  in  the  financing 
of  consignments  or  of  shipments  on  open  account.  English 
banks  will  in  certain  instances  make  advances  to  shippers  on 
goods  shipped  under  these  terms  and  require  only  copies  of  the 
invoices  and  other  shipping  documents.  They  base  such  ad- 
vances on  their  faith  in  the  financial  stability  and  integrity  of 
the  shippers  and  have  branch  offices  and  correspondents  who 
know  the  standing  of  the  buyers.  Bank  support  of  consign- 
ments and  sales  on  open  account  is  infrequent,  and  the  average 
merchant  cannot  undertake  to  market  his  product  abroad  to 
any  great  extent  on  such  a  basis.  Lastly,  shipments  under  such 
terms  always  involve  speculation  in  foreign  exchange.  Few 
exporters  understand  enough  about  international  finance  to  pre- 
dict intelligently  and  accurately  the  fluctuations  in  foreign 
exchanges.  Inability  to  discount  drafts  or  to  secure  payment 
under  letters  of  credit  makes  the  consignment  a  great  hazard. 
This  does  not  apply  to  sales  on  open  account  when  the  shipper 
invoices  his  goods  in  dollars  and  receives  payment  in  dollars. 
It  arises  when  sales  are  made  in  foreign  currencies  and  the 
date  of  payment  is  unknown.  If  a  manufacturer  wishes  a 
shipment  of  shoes  to  net  him  $8.00  per  pair,  he  must  charge 
2  pounds  if  English  exchange  is  $4.00  per  pound.  Under  the 
open  account  the  merchant  does  not  know  when  he  will  receive 
payment  and  cannot  sell  the  sterling  amount  of  his  invoice 
to  a  bank  at  a  fixed  rate  of  exchange  for  delivery  at  a  certain 
time.  He  therefore  assumes  the  risk  of  any  fall  in  exchange. 
If  on  the  date  payment  is  made,  the  pound  is  only  $3.75,  the 
exporter  loses  50  cents  per  pair.  If  sterling  is  selling  at  above 
$4.00  per  pound,  there  is  an  additional  profit  on  exchange. 
Most  exporters,  however,  are  not  in  a  position  to  speculate  in 
foreign  currencies. 

Practicability  of  the  Open  Account  and  Consignment. — 
Shipments  on  consignment  or  on  open  account  are  practicable 
and  possible  when  the  shipper  is  of  great  strength  and  when 
he  has  an  office  or  agent  in  whose  ability  and  honesty  he  has 
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implicit  faith.  When  such  shipments  are  made  documents  can 
be  forwarded  either  direct  to  the  consignee  or  through  a  hank, 
as  in  the  case  of  drafts  and  letters  of  credit.  In  the  first 
instance  the  bills  of  lading  are  made  out  direct  to  the  consignee 
and  are  non-negotiable.  The  insurance  policy  calls  for  pay- 
ment to  the  consignee  in  the  event  of  loss  or  damage  occasioned 
by  an  insured  risk.  Full  title  to  the  goods  passes  to  the  con- 
signee, and  the  shipper  must  rely  on  his  office,  agent  or  cus- 
tomer to  carry  out  the  terms  of  the  contract. 

The  Trust  Receipt. — Bills  of  lading  and  insurance  policies 
are  frequently  made  out  to  order — to  the  order  of  the  shipper 
or  to  the  order  of  the  shipper's  bank.  Endorsement  in  blank 
by  the  shipper  or  bank  renders  the  documents  negotiable  and 
title  to  the  goods  is  vested  in  the  holder  of  the  documents. 
The  documents  are  sent  to  the  bank  with  instructions  to  forward 
them  to  the  bank's  agency  or  correspondent  abroad,  which  is 
in  turn  instructed  to  surrender  them  to  the  consignee  upon  his 
signing  a  "trust  receipt."  Many  exporters  attach  to  the  ship- 
ping documents  trust  receipts  filled  out  with  the  details  of  their 
shipments.  This  document  constitutes  an  agreement  on  the  part 
of  the  customer  to  hold  the  goods  at  the  disposal  of  the  bank, 
to  protect  the  merchandise  by  insurance,  and  in  the  case  of 
consignments  to  remit  the  proceeds  of  the  sale  to  the  bank,  or, 
in  the  case  of  sales  on  open  account,  to  pay  the  invoice  amount 
to  the  bank  at  maturity.  If  the  exporter  is  dissatisfied  at  any 
time  with  the  conduct  of  his  customer  or  agent  he  can  instruct 
his  bank  to  take  possession  of  the  merchandise  and  dispose  of 
it  elsewhere.  Payment  to  the  bank  releases  the  consignee  from 
his  obligations.  The  trust  receipt  leaves  title  in  the  bank  but 
the  merchandise  is  turned  over  to  the  consignee  for  sale.  The 
trust  receipt  is  not  very  well  known  abroad  in  this  connection. 
It  h  used  most  extensively  in  the  United  States  and  Europe  in 
connection  with  import  letters  of  credit.  (See  page  267.) 
Many  foreign  firms  object  to  its  use  as  a  reflection  on  their 
integrity  but  frequently  a  careful  explanation  of  its  need  and 
use  easily  overcomes  the  opposition  of  customers. 

Remittances. — There  are  several  ways  of  collecting  open 
accounts  and  making  remittances  after  consignments  have  been 
sold.     The  consignee  can  buy   a  check  from  his  bank  in  the 
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money  of  the  country  of  the  shipper  and  send  it  to  him.  A 
check  in  the  currency  of  the  consignee's  country  can  be  for- 
warded to  the  shipper,  who  sells  it  to  his  bank  at  the  current 
rate  of  exchange.  On  consignments  remittance  is  made  after 
the  sale  of  the  whole  or  a  portion  of  the  merchandise.  Under 
open  accounts  remittances  can  be  sent  in  monthly  installments 
or  at  the  end  of  a  stipulated  time.  Various  modifications  of 
financing  by  drafts  are  used,  such  as  drawing  on  the  consignee 
at  about  the  time  payment  is  due  under  the  open  account,  either 
at  sight  or  at  three  months  after  sight.  There  are  many  dif- 
ferent possibilities  and  each  shipper  must  decide  for  himself 
which  one  suits  his  own  purposes  best. 

Collection  of  Past  Due  Accounts. — One  of  the  most  difficult 
tasks  confronting  the  export  credit  manager  is  the  collection 
of  past  due  accounts.  It  is  not  uncommon  in  domestic  busi- 
ness to  have  a  concern  take  more  than  the  time  agreed  upon 
for  the  payment  of  bills,  but  the  situation  is  met  more  easily 
at  home  because  of  the  convenience  of  the  telegram  and  quick 
and  cheap  traveling.  The  export  credit  manager  must  word 
his  request  for  payment  very  tactfully,  because  foreign  cus- 
tomers are,  as  a  rule,  very  easily  offended.  There  are  several 
different  explanations  for  asking  for  prompt  payment.  It  can 
be  pointed  out  that  the  manufacturer  quotes  specially  low 
prices  for  export  trade  and  that  these  cannot  be  maintained 
if  remittances  are  not  made  promptly.  Another  method  which 
is  used  more  extensively  abroad  than  in  the  United  States  is 
that  of  asking  for  interest  on  overdue  accounts.  The  manufac- 
turer can  suggest  that  interest  be  charged  at  the  rate  current  in 
the  country  of  the  debtor  on  overdue  accounts.  As  interest 
rates  abroad  are  often  as  high  as  from  12  to  18  per  cent  per 
arinum,  the  customer  will  usually  send  a  prompt  remittance  in 
preference  to  paying  interest. 

In  many  instances  the  fault  of  late  remittances  does  not  lie 
entirely  with  the  customer.  Ocean  sailings  are  infrequent  com- 
pared to  the  many  mail  trains  in  interstate  commerce,  and,  if  a 
letter  misses  a  steamer,  there  is  often  a  delay  of  two  or  three 
weeks  until  the  next  mail  steamer  sails.  This  is  the  condition 
in  the  Far  East  and  South  American  countries  rather  than  in 
Europe,  but  in  all  foreign  trade  the  more  or  less  irregular  mail 
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service  must  be  taken  into  consideration.  In  other  cases  the 
rapid  fluctuation  of  exchange  rates  influences  the  customer  in 
hastening  or  delaying  payment.  Before  the  war  most  of  our 
foreign  business  was  transacted  in  sterling  exchange,  which  was 
particularly  advantageous  because  of  its  stability.  Since  the 
war  foreign  exchange  rates  have  gone  up  and  down  with  great 
rapidity.  Foreign  buyers  often  withhold  payment  in  the  hope 
that  they  will  be  able  to  secure  the  benefit  of  a  lower  value  of 
the  dollar.  In  considering  what  action  should  be  taken  against 
a  delinquent  customer  in  order  to  force  payment,  the  exporter 
must  consider  the  difficulties  attending  prosecution  in  a  court 
of  law.  The  costs  of  litigation  abroad  are  apt  to  be  very  large. 
American  laws  do  not  apply  in  foreign  countries  and  decisions 
of  foreign  courts  often  do  not  conform  to  the  American  con- 
ception of  justice. 

PAYMENT  WHEN  THE  ORDER    IS  PLACED 

Customary  when  Credit  Information  Unavailable. — Al- 
though American  manufacturers  are  often  harshly  criticized  be- 
cause they  demand  payment  before  shipment,  it  should  be 
remembered  that  our  foreign  competitors  also  demand  payment 
before  shipment  unless  they  have  received  satisfactory  credit 
information  about  their  prospective  customers.  No  credit 
should  be  extended  unless  an  investigation  shows  that  the  cus- 
tomer is  worthy  of  credit.  Payment  prior  to  shipment  can  be 
made  by  sending  cash  for  the  amount  of  the  order  direct  to  the 
shipper.  This  is  usually  done  by  the  purchase  of  a  check  in 
sterling  or  in  dollars  and  forwarding  it  with  the  order  to  the 
shipper.  International  money  orders  can  be  used,  but  if  an 
order  is  large  this  method  is  costly. 

Objections  of  Importers. — For  many  obvious  reasons  im- 
porters abroad  object  to  this  method  of  doing  business.  Their 
experience  with  American  manufacturers  has  been  unpleasant 
because  checks  are  frequently  ignored  and  filed  away  without 
any  attempt  to  fill  the  orders.  There  is  also  a  natural  dis- 
inclination on  the  part  of  customers,  foreign  and  domestic,  to 
pay  for  goods  before  delivery  because  of  the  implied  reflection 
on  their  integrity  and  ability  to  pay  their  bills.     Then  again, 
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many  concerns  have  gone  into  bankruptcy  after  receiving  pay- 
ment for  future  orders,  and  foreigners  have  little  comprehen- 
sion of  or  sympathy  for  our  bankruptcy  laws.  Delayed  ship- 
ments are  another  source  of  constant  annoyance  to  importers 
abroad,  especially  after  they  have  sent  a  check  in  payment  for 
theii  goods.  Lastly,  importers  are  not  willing  to  tie  up  their 
capital  by  paying  for  merchandise  which  is  to  be  shipped  at 
some  indefinite  future  time.  Letters  of  credit,  opened  with  a 
New  York  bank  calling  for  payment  against  shipping  docu- 
ments, act  as  a  substitute  for  remitting  in  advance  by  check. 
(See  page  270.) 

Partial  Payment  in  Advance. — In  many  cases  foreign  im- 
porters remit  in  advance  for  part  of  their  orders,  and  such 
payment  acts  as  evidence  of  their  good  faith  in  requiring  the 
material  ordered  and  their  intention  to  pay  the  balance,  either 
against  shipping  documents  on  presentation  or  at  some  fixed 
date.  It  is  necessary  to  secure  payment  of  a  large  enough  amount 
to  cover  any  contingency  in  case  of  rejection  on  delivery.  Re- 
jected shipments  frequently  cannot  be  disposed  of  at  a  satis- 
factory price  in  the  country  of  destination  and  must  be  re- 
turned to  the  United  States.  Partial  payments  must  therefore 
be  large  enough  to  cover  the  cost  of  freight  out  and  back,  dock 
charges,  insurance  and  other  sundry  expenses  arising  in  con- 
nection with  all  shipments.  The  custom  of  partial  payment 
in  advance  is  in  vogue  here  and  in  Europe,  particularly  when 
ordering  special  machinery.  Even  houses  of  great  wealth  have 
adopted  this  custom. 


CHAPTER  XXIII 
DRAFTS 

Definition. — A  large  part  of  the  world's  foreign  trade  is 
financed  by  means  of  drafts  or  bills  of  exchange.  The  legal 
definition  of  a  bill  of  exchange  as  given  in  the  English  Bills 
of  Exchange  Act  of  1882,  is  "An  unconditional  order  in  writ- 
ing addressed  by  one  person  to  another,  signed  by  the  person 
giving  it  and  requiring  the  person  to  whom  it  is  addressed  to 
pay  on  demand  or  at  a  fixed  or  determinable  future  time  a 
certain  sum  in  money,  to,  or  to  the  order  of  a  specific  person 
or  bearer."  In  other  words,  the  shipper  secures  payment  from 
his  customer  by  means  of  the  draft  or  bill  of  exchange  in  which 
he  practically  instructs  his  customer  to  pay  his  bank  or  the 
bearer  of  the  draft  the  invoice  amount  either  on  presentation 
or  at  a  fixed  time.  It  is  necessary  to  distinguish  between  the 
draft  drawn  on  the  customer  by  the  exporter  and  a  banker's 
draft.  The  banker's  draft  is  nothing  more  than  a  check  drawn 
by  a  banker  in  one  country  on  his  correspondent  in  another 
country.  It  is  similar  to  the  check  a  merchant  draws  on  his 
own  bank  payable  to  another  bank  or  merchant.  When  a 
check  is  drawn  on  a  bank  it  is  assumed  that  the  drawer  carries 
a  deposit  with  the  bank  on  which  he  draws  the  check.  When 
a  merchant  draws  on  his  customer  it  is  supposed  that  he  has 
an  actual  deposit  with  his  customer,  but  the  draft  either  rep- 
resents the  value  of  a  shipment  of  merchandise  or  indicates  the 
existence  of  an  account  with  the  drawee. 

Clean  Drafts  and  Documentary  Drafts. — In  financing  for- 
eign trade  there  are  two  types  of  drafts  drawn  by  the  shipper 
on  his  customer.  They  are  known  as  "clean"  and  "docu- 
mentary" drafts.  A  "clean"  draft  is  one  which  is  unaccom- 
panied by  any  documents  and  is,  as  a  rule,  a  draft  drawn  in 
accordance  with  previous  arrangements  as  to  the  financing  of 
the  shipment  of  merchandise,  or  for  any  other  amounts  owed 
to  the  drawer  by  the  drawee.     A  "documentary"  draft  is  one 
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to  which  the  shipping  documents  are  attached.  Foreign  drafts 
are  always  drawn  in  duplicate  and  on  one  is  stamped  "First  of 
Exchange"  and  on  the  other  "Second  of  Exchange."  Either 
becomes  void  after  the  other  has  been  paid.  Duplicate  drafts 
are  made  out  in  accordance  with  the  usual  custom  of  making 
out  documents  for  foreign  shipments  in  duplicate  or  triplicate 
because  of  the  possibility  that  one  set  of  documents  will  be 
lost.  Drafts  are,  as  a  rule,  drawn  to  the  order  of  "Our- 
selves" and  rarely  to  the  order  of  a  specific  payee.  Endorse- 
ment in  blank  by  the  shipper  renders  the  draft  negotiable  and 
provides  greater  facility  in  negotiating  it.  However,  when  a 
merchant  forwards  a  draft  to  his  bankers  for  collection  and 
not  for  discount,  he  very  often  draws  it  direct  to  the  order  of 
his  bank,  which  in  turn  presents  it  direct  to  the  drawee  through 
its  foreign  office  or  correspondent.  In  such  cases  no  question 
of  negotiability  arises. 

Negotiability  of  Drafts. — In  order  to  render  a  draft  nego- 
tiable the  time  of  payment  or  maturity  must  be  definite,  and 
it  must  be  drawn  for  a  fixed  amount  either  at  sight  or  at  a 
specific  number  of  days  or  at  a  specified  period  of  time  after 
sight  or  after  date,  or  payable  at  a  fixed  date.  If  the  time  is 
uncertain,  such  as  thirty  days  after  the  arrival  of  the  ship- 
ment, the  uncertainty  as  to  the  arrival  makes  the  date  of  pay- 
ment uncertain  and  would  probably  invalidate  the  negotiability 
of  the  draft. 

The  Sight  Draft. — A  sight  or  demand  draft  is  one  payable 
upon  presentation  to  the  drawee.  The  draft  is  to  be  presented 
to  the  drawee  as  soon  as  it  is  received  by  the  foreign  bank,  and 
payment  is  to  be  made  immediately  upon  presentation.  In 
manj'  countries,  however,  it  has  become  the  custom  for  the 
bank  to  hold  a  sight  draft  pending  arrival  of  the  merchandise. 
Very  often  documents  go  forward  on  a  fast  mail  steamer  and 
arrive  some  days  or  weeks  in  advance  of  the  goods.  No  im- 
porter likes  to  pay  for  the  goods  until  their  arrival.  The  cus- 
tom of  not  presenting  a  draft  for  payment  or  for  acceptance 
until  arrival  of  the  goods  and  examination  on  dock  is  in  vogue 
principally  in  South  America,  the  Far  East  and  some  of  the 
Southern  European  countries.  A  sight  draft  is  in  practice  a 
c.o.d.  presentation.     When  selling  merchandise  to  English  im- 
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porters  it  is  customary  to  draw  sight  drafts.  Banks  usually 
allow  the  importer  three  days  from  the  date  of  presentation 
of  the  draft  within  which  to  make  payment. 

The  Time  Draft. — Contrasted  to  the  sight  draft  is  the  time 
draft  which  calls  for  payment  at  a  certain  number  of  days  or 
months  after  sight  or  after  presentation  of  the  documents  to 
the  drawee.  Time  drafts  are  drawn  either  after  date  or  after 
sight.  "After  sight"  calls  for  payment  in  so  many  days  or 
months  after  the  day  on  which  the  draft  has  been  presented 
to  the  foreign  customer.  "After  date"  calls  for  payment  in 
so  many  days  or  months  after  the  date  on  which  the  draft  has 
been  drawn.  Showing  the  draft  to  the  drawee  is  not  in  itself 
sufficient  to  establish  legal  evidence  that  the  draft  has  been 
presented.  An  endorsement  must  be  made  on  the  draft  of  the 
date  of  presentation  and  usually  the  drawee  writes  the  word 
''Accepted"  and  the  date  across  the  face  of  the  draft  and 
signs  his  name  underneath.  A  draft  that  is  accepted  is  the 
agreement  of  the  drawee  to  pay  it  on  maturity.  It  is  a  legal 
obligation,  and  constitutes  his  acceptance  of  the  terms  stated 
in  the  draft. 

Foreign  bills  of  exchange  are  usually  drawn  at  either  thirty, 
sixty  or  ninety  days  sight,  but  much  of  the  business  with 
South  America  is  done  on  the  basis  of  150  or  180  days  sight. 
This  practice  came  into  existence  before  the  war,  when  German 
bankers  lent  great  support  to  German  export  trade.  In  de- 
ciding how  long  a  draft  should  run  an  exporter  must  take  into 
consideration  competitive  conditions  in  the  country  of  his  cus- 
tomer and  his  own  ability  to  discount  drafts  or  to  bear  the 
burden  of  having  funds  outstanding  for  the  period  of  the  draft 
plus  the  mail  time  out  and  back.  A  draft  drawn  on  a  cus- 
tomer in  Europe  requires  a  mail  allowance  of  about  fourteen 
days  each  way  and  ten  days  in  the  country  of  destination.  A 
draft  drawn  on  a  customer  in  the  Far  East  requires  an  allow- 
ance of  about  forty-five  days  for  the  voyage  each  way  and 
twenty  days  in  the  country  of  destination. 

Special  Clauses. — There  are  many  clauses  which  are  in- 
cluded in  foreign  drafts  according  to  the  customs  or  local 
conditions  in  the  countries  where  payable.  Included  in  drafts 
on  South  African  and  Australian  firms  is  the  Colonial  clause 
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which  reads  "Payable  with  exchange  (English  and  Colonial 
stamps  added)  at  the  current  rate  in  London  for  negotiating 
bills  on  the  Colonies."  In  the  settlement  of  such  drafts  the 
ruling  rate  of  exchange  between  New  York  and  London  is  used, 
and  all  other  considerations  for  local  charges,  interest,  etc.,  are 
eliminated.  These  drafts  are  sent  by  the  New  York  bankers 
to  their  London  correspondents  and  not  to  Australian  or  South 
African  banks.  In  the  case  of  documentary  drafts,  the  docu- 
ments are  forwarded  with  the  drafts  to  London  and  are  re- 
forwarded  by  the  London  banks  to  their  offices  or  correspond- 
ents in  the  countries  where  payable.  The  exchange  between 
London  and  the  Colonies  is,  with  other  incidental  charges,  for 
the  account  of  the  drawees.  When  payment  is  made  in  New 
York  to  the  shippers,  only  the  exchange  between  London  and 
New  York  is  calculated. 

Drafts  drawn  on  most  South  African  markets  are  usually 
drawn  in  one  of  the  following  two  ways:  (a)  drawn  in  dollars, 
U.  S.  currency  "payable  in  currency  at  the  bank's  drawing 
rate  on  day  of  payment  of  sight  bills  in  New  York";  or  (b) 
drawn  in  pounds  sterling  "payable  in  legal  currency  at  the 
bank's  drawing  rate  on  day  of  payment  for  90  days  sight  bills 
on  London."  In  the  first  case — that  of  dollar  drafts — interest 
charges,  bank  commissions,  etc.,  are  included  in  the  face  amount 
of  the  draft,  if  the  drawer  wishes  to  collect  these  from  his 
customer  and  not  have  them  deducted  by  his  bank  when  re- 
discounting  the  draft  or  remitting  on  a  draft  entered  for  col- 
lection. In  the  second  case — sterling  bills — interest,  commis- 
sions, etc.,  are  included  in  the  exchange  rates  fixed  by  the 
bankers. 

In  drafts  drawn  on  the  Far  East  and  the  British  West 
Indies  the  following  clause  is  frequently  included  when  the 
shipper  wishes  to  collect  interest  for  the  time  during  which  his 
funds  are  outstanding:  "Payable  with  interest  at,  6  per  cent 
per  annum  from  date  of  draft  to  approximate  date  of  receipt 
of  proceeds  in  (New  York)."  In  such  instances  the  bankers 
must  approximate  the  length  of  time  it  will  take  for  the  pro- 
ceeds to  be  remitted  to  New  York  after  collection  has  been  made 
in  the  country  of  destination.  Many  importers  object  to  this 
clause  because  of  the   uncertainty  of  the  amount  of   interest 
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charged,  and  it  should  not  be  included  in  the  draft  unless  an 
arrangement  to  this  effect  has  been  made  in  advance  with  the 
customer. 

If  the  drawer  requires  funds  quickly  he  sometimes  stipulates 
that  the  rate  of  exchange  to  be  used  should  be  the  telegraphic 
exchange  rate  and  not  the  check  rate.  There  is  very  small  dif- 
ference between  the  two,  and  here  also  no  such  clause  should 
be  included  in  the  draft  unless  the  importer  has  previously 
signified  his  assent,  as  all  cable  charges  are  for  the  account  of 
the  drawee.  It  should  also  be  remembered  that  the  Colonial 
clause  used  in  transactions  with  the  Australasian  and  South 
African  houses  should  not  be  adopted  in  other  markets.  In 
some  countries,  as  in  the  Argentine  Republic,  it  is  illegal  to 
require  the  payment  of  a  draft  for  an  amount  larger  than  that 
indicated  on  its  face,  and  all  interest  charges,  bank  commis- 
sions, etc.,  should  be  calculated  on  the  invoice  and  included  in 
the  draft. 

"When  drawing  a  draft  in  dollars,  it  is  customary  to  put 
the  letters  "USG"  after  the  amount  in  figures.  This  stands 
for  United  States  Gold,  and  prevents  any  confusion  arising  be- 
tween the  United  States  dollar  and  the  dollar  which  is  the 
standard  of  value  in  certain  other  countries.  Of  course,  when 
the  draft  is  presented  to  the  drawee,  it  is  impossible  for  him  to 
pay  the  bank  the  amount  of  the  draft  in  United  States  gold 
dollars  or  in  British  pounds  sterling.  The  drawee  must  pay 
the  presenting  bank  an  amount  in  the  currency  of  his  own 
country  which  the  bank  will  accept  as  the  equivalent  of  the 
amount  drawn  in  the  draft  in  dollars  or  pounds.  When  a 
fixed  rate  of  exchange  is  indicated  in  the  draft,  the  bankers 
must  accept  payment  on  this  basis.  This  is  rarely  done,  and  as 
there  is  an  extensive  market  for  both  dollar  and  sterling  ex- 
change, the  rates  on  these  exchanges  are  practically  uniform 
among  the  different  banking  houses  and  are  easily  ascertainable. 

Full  Set  of  Shipping  Documents. — "When  foreign  shipments 
are  financed  by  means  of  sight  or  time  drafts,  it  is  customary 
to  send  to  the  bank  what  is  known  as  a  full  set  of  shipping 
documents.  The  documents  which  are  absolutely  necessary  are 
drafts  made  out  in  duplicate:  commercial  invoices  in  duplicate 
or  triplicate;  full  set  of  ocean  bills  of  lading;  insurance  certi- 
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ficates  iii  duplicate,  and  any  other  documents  required  for  the 
particular  shipment,  such  as  consular  invoice,  certificate  of 
origin,  certificate  of  analysis,  certified  weight  return,  etc.  A 
full  set  of  ocean  bills  of  lading  consists  of  three  negotiable 
copies.  These  are  made  out  to  order  or  to  the  order  of  the 
shipper,  and  as  a  rule  are  endorsed  in  blank.  Insurance  poli- 
cies are  sometimes  omitted  when  the  terms  of  the  sale  call  for 
insurance  by  the  consignee.  As  a  rule  the  shipper  prefers  to 
take  out  insurance  himself,  so  that  in  the  event  the  shipment 
is  rejected,  he  knows  that  the  goods  are  protected  by  insurance. 
Only  in  rare  cases,  when  the  seller  has  complete  faith  in  his 
buyer,  will  he  agree  to  the  placing  of  insurance  abroad.  Usu- 
ally one  copy  of  the  consular  invoice,  certificate  of  origin,  cer- 
tified weight  return,  etc.,  is  sent  to  the  bank,  but  it  is  advisable 
to  send  duplicate  copies  of  such  documents  for  use  in  case  one 
set  is  lost. 

Instructions  to  the  Bank. — When  sending  the  documents 
to  the  bank,  the  shipper  must  give  explicit  instructions  about 
their  disposition.  Exporters  who  forward  several  shipments 
every  day  have  a  printed  blank  which  they  fill  in,  but  the  man- 
ufacturers and  shippers  who  do  not  specialize  in  export  busi- 
ness write  a  letter  to  the  bank  setting  forth  their  instructions. 
When  the  terms  are  sight  draft,  the  bank  is  instructed  to  sur- 
render the  documents  to  the  consignee  against  payment  of  the 
amount  stated  in  the  draft.  Title  to  the  goods  is  vested  in  the 
holder  of  the  negotiable  documents,  and  the  documents  are 
transferred  to  the  consignee  as  soon  as  he  pays  for  the  goods. 
When  a  time  draft  is  used,  documents  are  usually  surrendered 
upon  acceptance  of  the  draft  by  the  consignee,  who  then,  having 
possession  of  the  goods,  disposes  of  them  as  he  sees  fit.  His 
acceptance  of  the  draft  indicates  his  assent  to  payment  thereof 
at  maturity.  Some  banks  return  an  accepted  draft  to  the  United 
States  and  give  it  to  the  shipper  until  it  is  time  to  mail  the 
draft  abroad  for  collection.  This,  however,  is  not  the  usual 
practice,  and  there  is  no  good  reason  for  not  allowing  the  bank 
abroad  to  retain  the  draft  until  maturity.  Banks  must  also  be 
instructed  as  to  the  rate  of  discount  which  is  to  be  allowed  for 
cash  payment  or  for  anticipated  payment  when  the  terms  are 
time    draft.     In   the   Far   East   and   sometimes   elsewhere   im- 
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porters  often  prefer  to  pay  the  draft  prior  to  its  due  date. 
The  rate  to  be  allowed  for  anticipated  payment  is  usually 
agreed  upon  by  seller  and  buyer  prior  to  shipment,  but  in  the 
Far  East  the  "rates  of  rebate"  are  established  by  local  bank- 
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Rational  Bank  of  Commerce  In  New  York, 
31  Nassau  Street, 
New  York  City. 

Gentlemen: - 

He  are  enclosing  herewith  for  collection 
our  30  days  sight  draft  No. 563,  commercial  invoice 
in  duplicate,  insurance  certificates  in  duplicate 
covering  marine  and  war  risk,  full  set  of  ocean 
bills  of  lading  and  Australian  Invoice  in  duplicate 
covering  a  shipment  of  100  Empty  Aoetylene  Cylinders 
per  S/S  "South  London"  to  the  Meloourne  Oxygen 
Company,  Melbourne,  Australia. 

Please  forward  these  documents  to  your 
correspondents  in  Melbourne  with  instructions  to 
surrender  them  upon  acceptance  of  our  draft.   In 
the  event  that  acceptance  is  refused,  or  that  payment 
at  maturity  is  refused,  your  correspondents  should 
cable  you  before  protesting. 

Yours  very  truly, 

METEOR  AUTO  TANK  COMPANY 

Signed 

MSR/Z  Secretary 

Enclosures. 

Fig.  47. — Instructions  to  Bank 

ers  who  make  a  small  profit  from  the  transaction.  American 
and  German  houses  usually  allow  a  rebate  of  */_  per  cent  per 
month  (6  per  cent  per  annum).  The  United  Kingdom  has  a 
rate  slightly  lower  than  the  Public  Discount  rate  of  the  Bank 
of  England  (usually  1  per  cent). 
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Disposition  of  the  Shipment  if  the  Draft  is  Refused. — An- 
other matter  about  which  it  is  necessary  to  give  the  bank  ex- 
plicit instructions  is  the  disposition  of  documents  in  the  case 
of  refusal  of  the  draft.  This  involves  non-payment  or  non- 
acceptance  on  presentation,  or  non-payment  of  the  time  draft 
at  maturity.  In  almost  all  cases  it  is  advisable  to  instruct  the 
bank  to  protest  in  the  case  of  non-payment,  because  non-pro- 
tested drafts  have  very  little  standing  in  many  countries.  The 
act  of  protesting  a  draft  constitutes  the  sending  of  a  formal 
notice  to  the  drawee  and  all  endorsers  on  the  draft,  to  the  effect 
that  presentation  has  been  made  and  that  payment  or  acceptance 
has  been  refused.  The  protest  must  be  sworn  to  before  a  notary 
public.  The  practical  value  of  protesting  a  draft  which  a  cus- 
tomer has  refused  is  to  obtain  legal  proof  that  presentation 
was  made.  If,  however,  the  shipper  is  intimately  acquainted 
with  his  customer,  it  is  better  to  instruct  the  bank  to  have  its 
foreign  correspondents  cable  in  the  event  of  non-payment  or 
non-acceptance.  In  normal  times  a  cable  takes  only  a  few 
hours  and  the  shipper  can  then  decide  whether  he  wishes  the 
draft  protested  or  wishes  to  take  the  matter  up  with  the  con- 
signee before  pressing  legal  action.  It  frequently  happens  that 
owing  to  some  misunderstanding  or  carelessness  on  the  part  of 
the  foreign  bank  or  some  clerks  of  the  consignee  that  a  draft 
is  refused,  and  many  importers  feel  highly  offended  if  the 
draft  goes  to  protest  in  the  usual  formal  manner. 

Sometimes  a  bank  is  instructed  to  communicate  with  a  branch 
office  or  agent  of  the  shipper  in  the  case  of  non-payment  or 
non-acceptance.  "In  case  of  need"  instructions  are  sometimes 
written  at  the  top  or  bottom  of  the  draft.  These  words  are 
followed  by  the  name  of  the  house  with  which  the  bank  should 
communicate.  The  manager  of  the  branch  office  or  the  agent 
of  the  shipper  can  very  often  visit  the  customer  and  straighten 
out  the  misunderstanding  to  the  entire  satisfaction  of  all  parties 
concerned.  If  the  consignee  absolutely  refuses  to  comply  with 
the  terms  of  the  shipment,  the  agent  or  branch  office  can  then 
take  over  the  goods  and  decide  on  the  best  way  of  handling  the 
situation. 

Stamp  Taxes. — In  certain  foreign  countries  there  is  a  rev- 
enue stamp  tax  on  all  bills  of  exchange,  and  unless  otherwise 
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instructed,  the  bank  will  collect  these  from  the  consignee.  In 
many  instances  the  importers  object  seriously  to  bearing  the 
burden  of  these  small  charges  and  the  shipper  should  make 
sure  in  advance  that  his  customer  will  not  be  annoyed  if  the 
bank  attempts  to  collect  the  revenue  charges  from  him.  Cus- 
tomers in  Spain  or  in  the  Latin  American  countries  who 
purchase  goods  on  a  c.i.f.  basis  sometimes  object  to  the  pay- 
ment of  these  taxes,  which  amount  at  the  most  to  a  very  few 
dollars.  The  unpleasant  correspondence  which  often  arises  be- 
cause of  neglect  of  these  small  details  is  not  commensurate  with 
the  amount  involved. 

Services  Rendered  by  Bankers. — Xo  country  has  ever  been 
able  to  build  up  its  foreign  trade  without  the  aid  of  its  bankers. 
Although  prior  to  the  war  American  bankers  took  compara- 
tively little  part  in  the  foreign  trade  of  this  country,  the  huge 
export  trade  which  has  resulted  from  the  war  has  caused  many 
banks  to  open  foreign  departments  in  their  main  offices  and 
either  to  open  branch  offices  abroad  or  establish  close  business 
relations  with  large  foreign  banks.  As  the  major  part  of  for- 
eign business  is  financed  on  the  basis  of  time  drafts  or  time 
letters  of  credit,  the  help  of  the  banks  is  absolutely  necessary. 
There  are  many  and  different  kinds  of  services  which  a  bank  can 
give  its  customers,  and  those  services  which  have  to  do  with  the 
handling  of  shipments  under  sight  or  time  drafts  will  be  con- 
sidered here.  When  an  exporter  sends  a  set  of  shipping  docu- 
ments to  the  bank,  he  either  enters  them  for  collection  or  for 
discount.  In  the  first  instance  the  bank  merely  forwards  the 
documents  abroad  to  its  foreign  correspondents  and  passes  on 
to  them  the  instructions  received  from  the  shipper.  Remittance 
of  the  proceeds  is  made  after  the  payment  of  the  sight  or  time 
draft  has  been  effected.  Few  shippers,  however,  can  afford  to 
enter  all  of  their  drafts  for  collection,  and  the  majority  of  ex- 
porters discount  their  drafts  with  their  own  bankers.  When  the 
documents  are  forwarded  to  the  bank,  the  shipper  makes  ar- 
rangements whereby  the  bank  advances  to  him  either  the  entire 
amount  of  his  draft  (bank  commissions  and  interest  charges  to 
be  settled  when  the  funds  are  received  by  the  bank  from  abroad), 
the  entire  amount  of  the  draft  less  a  certain  percentage  which  is 
to  include  the  bank's  commissions  and  interest  for  the  time  the 
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money  is  outstanding,  or  a  certain  proportion  of  the  amount  of 
the  draft.  The  shipper  has  placed  in  the  hands  of  his  bank  a 
full  set  of  negotiable  documents  including  the  draft  on  the 
customer,  endorsed  by  him  in  blank.  Foreign  drafts  are  usually 
discounted  with  recourse  to  the  maker.  This  means  that  if  the 
drawee  fails  to  accept  the  draft  or  pay  it  at  maturity,  the  dis- 
counting bank  in  the  United  States  has  the  right  to  charge  the 
drawer  with  the  amount  originally  advanced  plus  interest  for 
the  time  during  which  the  funds  have  been  outstanding  and 
commission  and  any  other  charges  which  have  arisen.  Although 
the  bank  holds  as  collateral  security  for  the  shipment  the  bills 
of  lading  and  insurance  policies,  it  will  not  discount  an  ex- 
porter's drafts  unless  the  shipper  has  supplied  the  necessary 
credit  information  to  assure  the  bank  of  his  ability  to  return 
funds  advanced  in  case  his  customer  does  not  take  up  the  docu- 
ments. The  market  value  of  merchandise  fluctuates  and  a  bank 
does  not  wish  to  incur  the  risk  of  loss  from  having  to  sell  the 
goods  for  less  than  the  amount  of  the  discounted  draft. 

Bankers'  Acceptances. — Frequently  banks  finance  export- 
ers through  the  use  of  bankers'  acceptances  in  preference  to 
discounting  their  drafts.  When  a  bank  discounts  an  exporter's 
draft  it  advances  its  own  money.  When  accepting  a  draft  the 
bank  lends  its  name  to  the  exporter  and  thereby  enables  him  to 
discount  his  draft  with  banking  houses  that  wish  to  invest  their 
funds  in  that  type  of  commercial  paper.  For  the  use  of  its  name 
the  bank  charges  a  commission  varying  with  the  length  of  time 
of  the  draft  and  the  credit  standing  of  the  shipper.  On  a  three 
months'  draft  the  commission  ranges  from  14  to  %  per  cent;  on 
a  four  months'  draft,  from  %  to  %  per  cent. 

Under  the  Federal  Reserve  Act  an  exporter  is  able  to  make 
use  of  the  bankers'  acceptance  instead  of  obtaining  advances 
through  discounting  his  drafts.  In  such  cases  the  exporter  makes 
arrangements  with  a  member  bank  of  the  Federal  Reserve  system 
to  allow  him  to  draw  a  bill  of  exchange  on  the  bank.  The 
shipper  gives  the  bank  his  draft  and  all  shipping  documents 
which  are  then  forwarded  abroad  for  collection.  At  the  same 
time  the  bank  accepts  the  bill  drawn  on  it  by  the  exporter  for 
the  amount  of  the  draft  drawn  on  the  foreign  customer.  This 
gives  the  shipper  a  bill  of  exchange  on  which  the  bank  agrees 
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to  make  payment,  and  the  bank's  acceptance  finds  a  ready  sale 
in  the  local  discount  market.  When  the  funds  have  been  re- 
ceived from  abroad  the  bank  uses  them  to  pay  its  accepted  bill 
of  exchange  at  maturity.  Bankers'  acceptances  can  also  be 
used  in  financing  merchandise  shipped  on  consignment  or  under 
the  open  account.  English  banks  allow  the  shipper  to  draw  a 
time  draft  on  them  at  the  time  tbe  shipment  is  made,  and  their 
acceptance  enables  the  exporter  to  discount  this  draft  in  the  open 
market.  At  maturity  the  exporter  must  pay  the  bank,  but  in 
most  instances  banks  will  allow  a  new  time  draft  to  be  drawn  on 
them  for  acceptance  if  funds  have  not  been  received  from 
abroad  in  payment  of  the  open  account  or  of  the  goods  shipped 
on  consignment.  Banks  base  their  acceptance  of  such  drafts  on 
the  credit  standing  of  their  customers,  and  charge  an  additional 
commission  every  time  a  new  draft  is  drawn  on  them. 

Any  Federal  Reserve  Bank  is  allowed  to  discount  accept- 
ances covering  the  importation  or  exportation  of  goods  which 
have  a  maturity  at  the  time  of  discount  of  not  more  than  three 
months  and  are  endorsed  by  at  least  one  member  bank.  Any 
member  bank  may  accept  drafts  or  bills  of  exchange  drawn  upon 
it  involving  the  importation  or  exportation  of  goods  which  have 
a  maturity  of  not  more  than  six  months.  There  are  certain  limi- 
tations under  the  Federal  Reserve  Act  as  to  the  kinds  of  paper 
which  can  be  discounted  and  as  to  the  general  conduct  of  member 
banks  and  Federal  Reserve  Banks  in  foreign  trade.  It  is  im- 
possible to  compress  these  regulations  in  a  few  paragraphs  and 
the  reader  will  find  it  highly  advisable  to  write  to  one  of  the 
large  banking  houses  for  an  explanatory  booklet  of  the  Federal 
Reserve  System. 

The  Edge  Law. — The  limitations  of  the  Federal  Reserve 
Act  greatly  impaired  the  foreign  credit  facilities  of  American 
banks,  and  in  view  of  the  straitened  circumstances  of  Euro- 
pean countries  it  was  found  necessary  to  provide  a  special  bank- 
ing system  which  could  meet  the  requirements  of  long  term 
credits  abroad.  The  "Edge  Law"  was  designed  to  supply  this 
need.  It  creates  a  system  of  Federal  foreign  banks.  A  bank 
organized  under  this  law  cannot  do  any  domestic  business.  Its 
required  specialization  in  foreign  business  means  that  it  will  de- 
vote its  attention  entirely  to  caring  for  the  credit  needs  of  our 
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import  and  export  houses.  Whereas  the  Federal  Reserve  Act 
limits  the  discounting  powers  of  the  Federal  Reserve  banks  and 
member  banks  to  three  and  six  months'  time  drafts,  no  limit  is 
placed  on  the  length  of  the  credits  which  may  be  extended  by 
the  "Edge  Law"  banks.  The  bank  will  sell  its  acceptance  for 
a  fixed  commission  regardless  of  any  deposit  relations  on  the 
part  of  the  exporter  with  any  bank.  Financing  foreign  trade 
under  this  law  has  not  been  carried  on  extensively,  and  a  pre- 
diction as  to  the  value  of  the  "Edge  Law"  cannot  be  hazarded. 
The  noteworthy  feature  of  this  act  lies  in  the  fact  that  the 
United  States  Government  realizes  the  necessity  of  extending 
long  term  credits  to  foreign  customers.  If  the  "Edge  Law"  does 
not  solve  the  problem  of  financing  American  exporters  Congress 
will  undoubtedly  attempt  to  devise  other  banking  systems  to 
assist  the  American  merchant. 

There  are  many  services  which  an  "Edge  Law"  bank  can 
render  that  present  American  banks  cannot.  Some  of  these  will 
be  mentioned  elsewhere  in  this  chapter,  but  the  many  details 
make  it  necessary  for  the  thorough  student  of  exporting  to  read 
the  act  itself  and  some  of  the  bank  publications  which  are  de- 
voted exclusively  to  this  new  feature  of  foreign  financing. 

Bank  Charges. — The  New  York  City  bank  rate  for  dis- 
counting drafts  on  South  America  varies  from  iy2  to  5%  per 
cent,  depending  upon  the  tenor  of  the  draft  and  the  time  and 
distance  from  New  York  to  the  country  upon  which  the  draft 
is  drawn.  Rates  on  Europe  vary  from  %  to  2  per  cent.  The 
lower  rate  is  charged  on  a  draft  entered  for  collection  only ; 
the  higher  rate  on  discounted  drafts  where  a  great  deal  of  work 
is  required  on  the  part  of  the  bank.  The  usual  rate  averages 
from  y$  to  %  per  cent.  The  Royal  Bank  of  Canada  charges  *4 
per  cent  when  forwarding  drafts  for  collection  to  its  foreign 
correspondents  other  than  its  branch  offices. 

Sending  the  Documents  Abroad. — In  forwarding  drafts 
abroad  a  shipper  can  either  send  them  to  his  bank  in  the  United 
States  or  direct  to  a  bank  in  the  city  where  his  customer  is 
located.  The  former  method  is  preferable  because  the  shipper 
can  secure  better  service  from  his  own  bank  than  from  a  foreign 
bank  with  which  he  does  little  business.  As  a  rule  exporters  who 
wish  to  discount  their  drafts  secure  funds  from  the  banks  with 
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which  they  carry  their  deposits.  Domestic  hankers  come  in  daily 
contact  with  their  clients  and  can  therefore  accurately  gauge 
the  needs  of  the  exporter  and  can  assist  him  in  developing  his 
foreign  business.  After  the  bank  in  the  United  States  receives 
the  draft  and  shipping  documents,  they  are  forwarded  to  its 
branch  office  or  foreign  correspondent  abroad  with  the  same  in- 
structions which  the  exporter  has  given  it.  "When  the  foreign 
bank  receives  the  documents  it  complies  with  the  instructions 
and  presents  the  draft  for  payment  or  for  acceptance. 

Remittances  on  Drafts. — After  payment  has  been  made  by 
the  consignee,  the  funds  are  forwarded  by  the  collecting  bank 
to  the  bank  in  New  York.  If  a  draft  has  been  entered  for  col- 
lection the  bank  remits  the  proceeds  of  the  draft  less  its  com- 
mission and  any  other  charges  which  are  for  the  account  of  the 
shipper,  to  the  drawer.  If  the  draft  has  been  drawn  in  dollars, 
payment  is  made  in  United  States  currency,  but  if  the  draft  has 
been  drawn  in  a  foreign  money,  the  bank  remits  to  the  drawer 
the  equivalent  in  dollars,  calculated  at  the  current  rate  of  ex- 
change on  the  day  the  funds  are  received.  In  the  case  of  a 
time  draft  the  foreign  bank  surrenders  the  documents  upon 
acceptance  of  the  draft,  collects  the  funds  at  maturity  and  then 
makes  remittance.  "When  drafts  are  drawn  in  foreign  curren- 
cies, the  rate  of  exchange  at  which  remittance  in  dollars  to  the 
shipper  is  calculated  usually  includes  the  banks  commissions 
and  any  loss  of  interest.  In  checking  up  this  rate  of  exchange 
with  the  quotations  in  the  daily  papers,  the  shipper  must  re- 
member that  the  bank's  rate  will  be  slightly  lower  than  the  gen- 
eral market  rate  in  order  to  cover  these  charges.  If  the  florin 
is  worth  37  cents  United  States  currency  on  the  date  payment 
is  made  to  the  exporter,  the  bank  will  base  its  remittance  on  a 
rate  of  3634  cents.  The  difference  is  sufficient  to  cover  loss  of 
interest  and  commission. 

Services  of  the  Bank  when  the  Shipment  is  Refused. — In 
the  event  that  delivery  is  rejected,  and  as  a  result  acceptance  or 
payment  of  the  draft  is  refused,  the  exporter  who  has  a  resident 
agent  or  branch  office  can  turn  over  to  it  the  goods  for  sale  at 
the  best  price  obtainable.  In  the  absence,  however,  of  an  agent 
or  office,  the  shipper  must  rely  on  his  bank  to  assist  him  in  sell- 
ing the  merchandise.     Many  banks  will  act  as  sales  agents  and 
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dispose  of  the  goods  and  remit  the  proceeds  to  the  bank  in  the 
United  States.  The  International  Banking  Corporation  is  the 
first  American  bank  which  established  its  own  branch  offices  in 
the  Far  East,  and  these  are  of  invaluable  aid  to  the  American 
exporter.  The  International  Banking  Corporation  has  its  own 
warehouses  in  which  it  will  store  rejected  shipments  and  it  also 
arranges  for  the  payment  of  duties  and  the  sale  of  the  goods. 
Many  banks,  however,  do  not  care  to  undertake  merchandising, 
but  will  refer  the  shipper  to  a  reliable  house  which  will  dispose 
of  the  goods  under  terms  agreed  upon  either  by  cable  or  by  mail. 
Usually  such  arrangements  are  made  by  cable,  because  rejection 
by  the  original  customer  implies  either  that  the  market  has  de- 
clined or  that  the  goods  failed  to  come  up  to  the  required  quality. 
In  such  cases  delays  are  costly  and  the  exporter  had  best  agree 
to  immediate  sale. 

Services  of  the  Bank  in  Law  Suits. — The  advisability  of 
bringing  suit  in  foreign  countries  has  been  previously  discussed. 
Many  banks  will  act  on  behalf  of  the  shipper,  and  their  attorneys 
will  prosecute  the  case.  Conditions  vary  in  the  different  markets 
of  the  world  and  when  the  question  of  legal  action  arises  the 
shipper  should  consult  his  bank  as  to  the  best  method  of  pro- 
cedure in  the  particular  market. 

Extension  of  Drafts. — It  is  frequently  necessary  to  ar- 
range for  the  extension  of  drafts,  and,  although  bankers  do  not 
look  with  entire  approval  upon  such  a  procedure,  they  will  never- 
theless lend  their  aid,  if  they  are  satisfied  as  to  the  financial 
status  of  the  drawer  and  the  conditions  of  the  shipment.  If  the 
drawee  finds  that  it  will  be  inconvenient  to  pay  a  90-day  draft 
at  maturity,  he  can  cable  the  shipper  to  draw  another  90-day 
draft  dating  from  the  maturity  of  the  first  draft.  The  shipper 
must  then  instruct  the  bank  not  to  protest  non-payment  of  the 
first  draft  in  the  event  that  his  second  draft  does  not  arrive  in 
time  to  replace  the  first.  He  must  also  make  arrangements  with 
his  bank  to  accept  the  second  draft  and  not  demand  payment 
from  him  of  the  funds  advanced  when  the  first  draft  was  dis- 
counted. Cable  charges,  additional  interest  charges,  bank 
charges,  etc.,  must  be  borne  by  the  customer.  Another  method 
which  is  probably  used  more  frequently  to  obtain  the  same  result 
is  as  follows :  Prior  to  maturity  the  drawee  draws  a  draft  on  the 
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shipper  and  uses  the  proceeds  of  this  draft  to  meet  at  maturity 
the  draft  drawn  on  him.  The  original  shipper  in  turn  meets 
the  draft  drawn  on  him  by  drawing  another  draft  on  his  cus- 
tomer of  the  same  tenor  as  his  first  draft.  Renewals  of  drafts 
do  not  always  imply  that  the  customer  lacks  financial  strength 
and  stability.  In  discussing  past  due  accounts  several  reasons 
were  given  which  explain  the  failure  to  pay  an  account  when  it 
is  due,  and  these  apply  equally  well  to  drafts. 


CHAPTER  XXIV 

LETTERS  OF  CREDIT 

Definition. — The  third  and  last  method  of  financing  both 
import  and  export  shipments  is  the  letter  of  credit.  The  letter 
of  credit  is  an  agreement  by  a  banker  to  place  at  the  disposal 
of  a  client  a  certain  sum  of  money  subject  to  the  special  terms 
of  the  contract.  It  is  similar  to  the  banker's  acceptance.  When 
the  exporter  uses  the  banker's  acceptance  his  bank  lends  him  the 
use  of  its  name  in  order  to  enable  him  to  discount  his  draft  in 
the  open  market.  Under  the  letter  of  credit  the  importer's  bank 
lends  him  the  use  of  its  name  in  order  to  enable  the  exporter  to 
discount  his  draft.  "A  letter  of  credit  is  a  letter  issued  by  a 
bank  authorizing  a  specified  person,  firm,  corporation  or  asso- 
ciation to  draw  on  a  banker  for  an  amount  not  exceeding  a 
stipulated  sum  and  guaranteeing  the  acceptance  and  payment  of 
those  drafts  if  drawn  in  compliance  with  the  terms  set  forth  in 
the  letter."  The  credit  may  be  made  available  by  sight  or  time 
drafts  drawn  on  the  issuing  bank  or  on  its  correspondent  in  the 
country  from  which  shipment  is  to  be  made.  When  issuing  the 
credit  the  bank  agrees  to  pay  sight  drafts  or  accept  time  drafts 
upon  presentation.  The  acceptance  of  a  time  draft  by  the  bank 
creates  a  banker's  acceptance  and  enables  the  exporter  to  dis- 
count it  with  his  own  bank.  When  credits  are  issued  in  Ameri- 
can currency  the  exporter  is  authorized  to  draw  a  draft  on  the 
American  bank  issuing  the  credit.  In  such  cases  the  issuing 
bank  sends  the  credit  to  the  importer  who  forwards  it  by  mail 
to  his  seller.  In  some  instances  the  bank  sends  the  letter  of 
credit  direct  to  the  exporter.  If  shipment  is  to  be  made  im- 
mediately the  issuing  bank  will  cable  the  terms  of  the  credit. 
When  ]etters  of  credit  are  issued  in  a  foreign  currency  the 
American  bank  frequently  sends  the  letter  of  credit  to  the  im- 
porter who  forwards  it  abroad  by  mail.  The  exporter  then  draws 
bis  draft  on  a  correspondent  of  the  issuing  bank  named  in  the 
letter  of  credit  who  is  authorized  to  accept  drafts  drawn  in 
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compliance  with  the  terms  of  the  credit.  Some  banks  send  such 
letters  of  credit  direct  to  their  correspondents  with  instructions 
to  forward  them  to  the  exporter.  These  credits  can  also  be  opened 
by  cable  if  the  contract  calls  for  immediate  shipment  of  the 
merchandise. 

Letters  of  Credit — Confirmed  and  Unconfirmed. — Letters 
of  credit  can  first  be  divided  into  two  classes.1  A  confirmed 
letter  of  credit  or  an  irrevocable  letter  of  credit  carries  with  it 
the  guaranty  of  the  banker  to  pay  the  exporter  when  he  has 
fulfilled  the  obligations  set  forth  in  the  letter  of  credit.  An  un- 
confirmed or  revocable  letter  of  credit  is  a  guaranty  on  the  part 
of  the  banker  to  pay  the  exporter  under  the  terms  set  forth  in 
the  letter  of  credit,  but  unlike  a  confirmed  or  irrevocable  letter 
of  credit,  it  can  be  cancelled  or  revoked  at  any  time  by  the  bank 

i  Although  the  above  classification  of  letters  of  credit  explains  the 
terms  "confirmed"  and  '■irrevocable*'  as  synonymous,  the  American  Accept- 
ance Council  divides  letters  of  credit  into  three  classes. 

"If  the  credit-issuing  bank  reserves  the  right  to  withdraw  from 
the  undertaking,  the  document  is  styled  a  'revocable'  letter  of  credit. 
The  'irrevocable'  letter  of  credit  contains  a  definite  engagement  on 
the  part  of  the  issuing  bank  to  honor  drafts  drawn  by  the  beneficiary 
in  accordance  with  the  terms  and  conditions  specified  in  the  letter. 
This  engagement  may  not  be  cancelled  by  the  issuing  bank  prior  to  the 
expiration  date  without  the  consent  of  the  beneficiary.  The  'irrev- 
ocable' letter  of  credit  may  be  strengthened  further  by  having  the 
notifying  bank  in  the  same  country  as  the  exporter  add  its  unqualified 
assurance  that  it  will  pay  or  accept  the  bills  drawn  by  him  even  if 
the  foreign  bank  should  refuse  to  honor  them.  It  is  then  called  a 
'confirmed'  export  letter  of  credit.  Expressing,  therefore,  both  the 
definite  undertaking  of  the  issuer  and  also  of  the  notifier,  it  is  actually 
an  'irrevocable-confirmed'  letter  of  credit.  Where  the  notifying  bank 
does  not  add  its  guaranty,  the  credit  is  described  as  'unconfirmed' 
since  the  advising  bank  maintains  that  it  is  merely  transmitting  the 
information  of  the  credit  to  the  beneficiary  without  incurring  liability 
for  its  continuance.  Thus  three  classes  of  letters  of  credit  may  exist: 
(1)  Irrevocable  by  the  issuer  and  confirmed  by  the  adviser;  (2)  ir- 
revocable by  the  issuer  but  unconfirmed  by  the  adviser;  (3)  revocable 
by  the  issuer  and  also  unconfirmed  by  the  adviser." 

In  discussing  their  classification  the  American  Acceptance  Council 
further  states  that  it  is  not  used  as  widely  as  the  one  given  above.  They 
maintain,  however,  that  actual  banking  practice  operates  on  their  classi- 
fication and  for  this  reason  it  is  included. 
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or  by  the  party  for  whose  account  the  letter  of  credit  was  opened. 
This  means  that  under  the  confirmed  or  irrevocable  letter  of 

National  Bank  of  Commerce 
in  New  York 

Cuiki.  S«»UII  »«0  Unoiv.o.o  PnoriT.  Oven  Finr  MavuM  Doi.u»«s 

Foreign   Department 

Cable  ADDRESS:    NATCOMERCE 

ADVICE  OF  CONFIRMED  CREDIT 

The  documents  eventually  presented  by  you  must  be  in  exact  conformity  with  the  termi  of  this  credit.  If  the  termi  hereof 
•re  incorrect  or  unsatisfactory,  please  communicate  immediately  with  your  principals  abroad  and  request  that  they  have  our  correspond- 
ent send  us  amended  instructions. 

MENTION  THIS  CREDIT  NUMBER  AND  DATE  ON   ALL  DRAFTS  AND  COMMUNICATIONS 

Baker  Felt  CoBjusny,  Credit  No.  68987  August  2nd  -,  1S22 

Philadelphia,  Fa. 

Gentlemen: 

For  account  of  our  correspondent  mentioned  below, 
as  ordered  in  -their   cablegram      dated  July  31st,  1922     ,  ie  herewith  open  a 
CONFIRMED  CREDIT  in  your  favor  for  the  amount  of   About  <ji3,500.- 

(ABOUT  miBIY  FITS  HUHDBB)  POL/ 
for  account  of  Boscoe  &  Company.  Ltd.,  Stockholm, 
available  by  draft  on   us  at  sight, 
together  with: 

Ooean  -   Bill-of-lading  in  full  35$ 

Invoice  in  triplica 
Insurance  Pollcj(SC_\ 


c9 


All  documents  to  be  in  form  satisfactory  to  us  to  represent  and  cover  the  following 
merchandise:  1,000  Felt  Hats. 


Shipped  per  steamer  from  Hew  York  to  Stookholm  during  Ootober  1922. 
SEE  REVERSE  HEREOF  FOR  ADDITIONAL  CONDITIONS  IF  AHY. 

This,  credit  expires  on  December  15th,  1922      Your  draft  must  be  presented 
on  or  before  that  date. 

THIS  CREDIT  OPENED  BY  ORDER  Youra  very  truly, 

AND  FOR  ACCOUNT  OF 


Union  Bank  &  trust  Company, 
Stookholm,  Sweden. 


Assistant  Manager  ForeignTJepartmen 

Fig.  4S. — Export  Confirmed  Letter  of  Credit 

credit  the  exporter  is  fully  protected  within  the  life  of  the  letter 
of  credit. 

Under  the  unconfirmed  or  revocable  letter  of  credit  it  would 
be  possible  for  the  exporter  to  prepare  shipment,  but  have  the 
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letter  of  credit  cancelled  prior  to  his  presenting  the  necessary 
documents  to  the  bank.  It  is  obvious  that  the  unconfirmed  letter 
of  credit  is  not  desirable,  particularly  when  the  export  shipment 
must  be  specially  manufactured  or  prepared  to  meet  with  the 
requirements  of  an  individual  customer.  For  this  reason  all  ex- 
porters should  insist  upon  the  confirmed  letter  of  credit.  During 
the  war  many  banks  drew  a  distinction  between  confirmed  and 
irrevocable  bankers'  credits,  although  as  a  rule  they  are  one 
and  the  same.  Some  thought  that  a  confirmed  letter  of  credit 
stated  a  definite  time  limit  within  which  shipping  documents 
were  to  be  presented  to  the  bank,  whereas  the  irrevocable  letter 
of  credit  gave  the  shipper  an  indefinite  or  unlimited  time.  In 
very  few  cases,  however,  will  the  importer  or  banker  agree  to 
allow  the  shipper  to  forward  goods  whenever  he  is  ready.  When- 
ever a  contract  is  made  for  shipment  of  merchandise  to  foreign 
countries,  a  definite  time  limit  is  agreed  upon  and  when  the 
letters  of  credit  are  opened  to  pay  for  this  merchandise,  the 
same  time  limit  is  stated  in  the  letter  of  credit.  "When  the  letter 
of  credit  contains  no  time  limit  many  American  banks  allow  six 
months  from  the  date  of  issue  for  its  use  by  the  exporter. 

Clean  and  Documentary  Letters  of  Credit. — As  in  the  case 
of  drafts,  letters  of  credit  can  either  be  clean  or  documentary. 
In  nearly  all  instances  shipping  documents  must  be  presented  to 
the  issuing  bank,  but  during  the  war  when  exports  were  eon- 
trolled  by  the  Government,  many  importers  abroad  authorized 
their  sellers  to  manufacture  their  orders  and  store  the  merchan- 
dise until  shipment  could  be  made.  To  provide  the  payment 
for  this  merchandise,  letters  of  credit  called  for  payment  against 
commercial  invoice  or  against  commercial  invoice  and  negotiable 
warehouse  receipt.  Such  a  procedure  was  resorted  to  only  when 
the  importer  had  implicit  confidence  in  his  supplier. 

Letters  of  Credit — Sight  and  Time. — As  there  are  sight 
and  time  drafts,  there  are  also  sight  and  time  letters  of  credit. 
The  letter  of  credit  which  calls  for  payment  to  the  exporter 
upon  presentation  of  certain  shipping  documents  and  which  is 
the  equivalent  of  the  sight  draft  is  commonly  known  as  the  cash 
credit,  The  letter  of  credit  which  calls  for  the  acceptance  of  a 
time  draft  drawn  on  the  bank  and  accompanied  by  the  neces- 
sary shipping  documents  is  known  as  an  acceptance  credit.    The 
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acceptance   credit   can    either   be    discounted    by   the    exporter 
through  the  issuing  bank  or  held  by  him  until  maturity  and 


NATCOMERCE" 


National  Bank  of  Commerce 
in  New  York 


Foreign  department 
advice  of  credit  opened 

e  are  acting  lolely  u  the  representativ 
t  any  of  (he  terms  of  said  authoruati 
authorized  to  do  to  by  our  correspondent!    not  have  we  any  discretion  regarding  the  documents  which  you  are  to  deliver  to  ui 

The  document!  eventually  presented  by  yoO  must  be  in  exact  conformity  with  [he  terms  hereof.     If  the: 
commuiucate  immediately  with  your  principals  abroad  and  request  that  they  have  out  correspondents  send  u 


i  amended  authorization. 

MENTION   THIS  CREDIT  NUMBER  AND  DATE  ON  ALL  DRAFTS  AND  COMMUNICATIONS 
Revocable  Credit  No.     67669/1446 
Messrs.       Cordon  Coffee  Company. 


or  unsatisfactory  please. 


August  2nd,  1922. 


^Phllfuiplpnla,  Ea. 


Gentlemen: 


Our  correspondent,  mentioned  below,  has  authorized  u3 


as  per  their  cablegram   dated  July  31st, 1922 •  t0 

(ABOUT  FITS  THOfflAHD  DOLLARS  I 
for  account  of   Graham  Bros,,  Bergen, 
against  delivery  of  draft  on  us  at  ninety 
together  with 
Ooean  -  Bill-of-Lading  in  full  set. 


Invoices  in  triplica. 
Insurance  Certlfla&tfeM 


pt  your  draft  forAbout  $6,000.» 


set  covering  marine  and  warrlsk. 


All  documents  to  be  in  form  satisfactdry'  to  us  and  to  represent  and'  cover  the 
following  merchandise:  600  bags  Coffee. 


Shipped  per  6teamer  "Arlington"  from  New  York  to  Bergen. 

SEE  REVERSE  HEREOF  FOR  ADDITIONAL  CONDITIONS  IF  AKY. 

Our  correspondent  states  that  this  authorization  to  us  empires  on 
unless  previously  cancelled. 

ABOVE  CREDIT  OPENED  BI 
Second  National  Bank, 

Bergen,  Norway. 


Fig.  49. — Export  Revocable  Letter  of  Credit 


then  sent   to  the  issuing  bank   for  collection.     Drafts   drawn 
under  an  acceptance  letter  of  credit  can  also  be  discounted  under 
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the  provisions  of  the  Federal  Reserve  Act  and  the  ' '  Edge  Law, ' ' 
which  have  been  described  in  the  previous  chapter. 

The  Revolving  Letter  of  Credit. — When  business  transac- 
tions between  two  parties  are  more  jar  less  continuous,  a  revolv- 
ing letter  of  credit  can  be  established.  Under  certain  conditions 
this  credit  can  be  made  permanent  for  future  credits  by  setting 
forth  the  terms  under  which  the  amount  in  the  original  letter 
of  credit  may  again  be  available.  There  are  three  forms  of  re- 
volving letters  of  credit.  These  are  described  in  detail  in  one 
of  the  booklets  of  the  National  City  Bank  of  New  York:  (1)  A 
in  Rio  de  Janeiro  in  favor  of  B  in  New  York  "pay  to  say 
$20,000,"  the  conditions  of  which  allow  B  to  draw  upon  the 
issuing  bank  as  shipments  are  made,  the  said  bank  honoring 
such  drafts  when  accompanied  by  documents  covering  a  specific 
shipment.  Upon  liquidation  by  A  of  the  amount  drawn  by 
B  such  amount  again  becomes  available  to  be  drawn  again  by  B 
under  the  original  conditions.  If  at  any  time  the  total  amount 
of  the  credit  is  exhausted,  no  further  drawings  can  be  made  by 
B  until  liquidation  by  A  of  all  or  of  a  portion  of  the  drafts 
drawn  by  B.  This  explains  the  revolving  feature  of  this  credit 
because  the  full  credit  or  such  portions  thereof  as  have  been 
liquidated  by  A  automatically  become  available  to  be  drawn 
against  by  B.  (2)  Under  the  second  clause  of  the  revolving 
letter  of  credit  B  draws  the  amount  specified  in  the  letter  of 
credit  in  one  draft.  Upon  maturity  and  payment  of  this  draft 
by  A,  the  same  amount  is  again  available  to  be  drawn  again  by 
B  under  the  same  terms  as  set  forth  in  the  original  letter  of 
credit.  (3)  Under  the  third  clause  of  the  revolving  letter  of 
credit  A  allows  B  to  draw  in  one  draft  for  the  full  amount  in- 
volved whereupon  the  credit  again  becomes  automatically  avail- 
able for  a  similar  amount,  and  so  until  the  expiration  of  the 
time  limit  specified  in  the  original  instructions.  This  last  form 
of  credit  is  limited  as  to  the  time  in  which  each  shipment  is  to 
be  made  but  no  limit  is  placed  on  the  number  of  shipments.  It 
is  also  limited  as  to  the  amounts  of  the  individual  drafts  drawn 
thereunder.  No  limit,  however,  is  set  as  to  the  maximum  amount 
which  may  be  drawn  against  such  a  letter  of  credit.  The  revolv- 
ing credit  is  very  elastic  in  its  application  and  can  be  easily 
adjusted  to  the  requirements  of  shipper  and  consignee. 
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Essential  Features  of  the  Letter  of  Credit. — Many  foreign 
banks  have  different  forms  of  letters  of  credit.     One  which  is 

WILLIAM    BAXTER. 

AGENCY    OF 

Zbc  Chartered  Bank  of  flnbfa,  Bustralfa  ano  China, 

44   BEAVER  STREET 

NE  W  Y0RK...^M...1SM. *_.. A?33 , . 

M  essrs.  New  York  Steel  Products  Corporation 
111  Broadway 

New  York  City 

Dear  Sirs: 

We  have  been  authorized  by  our  Branch  at Yokohama _ 

to  negotiate  your  drafts  drawn  in  duplicate  on. ,us _ 

at  90  day6—  —  ~ -..after  sight  to  the  extent  of  &3500-O-O 

(say     Twenty-five  Hundred  Pounds  ...Sterling------------  j  providing  they 

are  accompanied  by  the  following  documents  for  steel   Sheets 

INVOICES,  in  duplicate. 

MARINE  INSUK1NCE.  in  dunlicate. 

FULL  SETS  OF  OCEAN  BILL  OF  LADING  made  out  "TO  ORDER,"  and 
blank  endorsed.     Freight  to  be  prepaid. 

All  drafts  drawn  hereunder  must  bear  on  their  face  the  clause: — 

DRAWN  UNDER  LETTER  OF  AUTHORITY  Jfo.S*M ,.. 

Dated     May  15th,    1933, 

Please  note  that  this  authority,  which  expires  o»_  July  31st,  1933,  does  not 
constitute  a  Bank  Credit,  and  that  your  liability  as  Drawers  of  Bills  ceases  only 
when  they  have  been  paid  by  tlie  Drawees. 
I  am,  Dear  Sirs, 

Yours  faithfully, 
signed 
Fig.  50. — Letter  of  Authority 

frequently  used  is  merely  an  authorization  to  the  exporter  by 
the  issuing  bank  to  negotiate  certain  drafts,  but  the  issuing  bank 
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retains  recourse  against  the  drawer  of  the  drafts  in  case  they  are 
dishonored  by  the  consignee.  There  is  practically  no  advantage 
to  the  shipper  in  this  form  of  credit,  and  it  is  one  which  should 
never  be  accepted.  All  exporters  of  standing  can  discount  their 
drafts  with  their  own  bankers,  and  such  a  letter  of  credit  is 
useful  only  to  the  exporter  whose  standing  with  his  own  bank  is 
not  strong  enough  to  secure  the  discounting  of  his  drafts.  Be- 
cause the  terms  of  letters  of  credit  vary  so  widely,  it  is  essential 
that  all  exporters  examine  carefully  the  terms  under  which 
letters  of  credit  in  their  favor  are  opened.  One  of  the  United 
States  Government  series  in  foreign  trade  "Paper  Work  in  Ex- 
port Trade"  gives  the  following  as  the  essential  parts  of  a 
commercial  letter  of  credit : 

(1)  There  are  four  principal  parties  to  a  commercial  letter 
of  credit ;  the  bank  that  opens  the  credit,  the  paying  or  accept- 
ing bank  on  which  the  exporter  or  shipper  is  authorized  to  draw ; 
the  exporter  or  shipper  in  whose  favor  it  is  opened ;  and  the  im- 
porter for  whose  account  it  is  opened.  When  the  exporter  or 
issuing  bank  is  located  in  interior  cities,  such  as  Chicago  or  St. 
Louis,  forwarding  agents  at  the  ports  of  export  may  also  be 
named.  (2)  The  terms  on  which  the  bills  are  to  be  drawn  against 
the  banks,  namely,  whether  at  sight  or  at  a  given  number  of 
days  or  months  after  sight  or  date.  (3)  The  amount  of  the 
credit.  (4)  The  amount  for  which  each  bill  may  be  drawn,  that 
is,  whether  for  full  invoice  value  or  75  to  90  per  cent  of  it, 
and  whether  freight  and  insurance  are  to  be  included.  (5)  The 
destination  of  the  goods  and  how  they  are  to  be  shipped.  (6) 
To  whose  order  the  bills  of  lading  are  to  be  drawn,  either  to  the 
order  of  the  shipper  or  to  the  order  of  the  seller  who  endorsed 
the  documents  in  blank,  or  to  the  order  of  the  bank.  (7)  "Where 
the  insurance  is  to  be  placed.  Many  importers  carry  their  own 
blanket  policies  and  prefer  to  place  the  insurance  themselves. 
In  such  cases,  as  has  been  stated  before,  the  exporter  cables  his 
buyer  the  name  of  the  steamer  carrying  the  goods.  (8)  When 
the  credit  expires.  (9)  Disposition  of  the  invoice  and  all  other 
documents.  In  many  cases  one  copy  of  the  commercial  invoice 
and  negotiable  bill  of  lading  are  to  be  mailed  direct  by  the  ex- 
porter to  the  consignee  on  the  steamer  carrying  the  goods  and  the 
balance  of  the  documents  go  to  the  bank.     In  the  chapter  on 
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foreign  government  regulations  it  is  shown  that  importers  are 
subject  to  heavy  fines  if  they  cannot  present  shipping  documents 
to  the  customs  house  immediately  upon  arrival  of  the  goods,  and 
it  is  therefore  essential  that  at  least  one  set  of  documents  goes 
on  the  freight  steamer  carrying  the  merchandise.  (10)  The 
number  of  the  letter  of  credit,  which  must  be  used  in  all  cor- 
respondence pertaining  to  it- 
Standard  Form  of  Letter  of  Credit. — There  are  many 
examples  of  the  different  forms  of  confirmed  or  irrevocable  and 
the  unconfirmed  or  revocable  authorizations  to  draw  letters  of 
credit.  Because  of  the  confusion  arising  from  the  use  of  dif- 
ferent forms  of  letters  of  credit,  the  American  Acceptance  Coun- 
cil has  been  considering  the  establishment  of  a  standard  Ameri- 
can form  of  letter  of  credit.  For  example,  it  has  often  been 
found  that  credits  which  seem  irrevocable  contain  the  clause 
"Drafts  are  with  recourse  on  you."  This  nullifies  entirely  the 
value  of  the  letter  of  credit.     Other  credits  read  "This  credit 

Avill  remain  in  force  until (expiration  date  set  forth)," 

and  further  on  will  be  found  the  statement  "This  credit  is  not 
to  be  considered  a  confirmed  letter  of  credit."  Again  the  banks 
will  state  "We  reserve  the  right  to  advise  you  at  a  later  date 
of  the  expiration  time  of  this  credit."  This  evidently  is  not  an 
irrevocable  letter  of  credit.     Credits  containing  the  clause  "We 

are  requested  by    to  pay  you  up  to    until 

date"  raise  the  question  as  to  whether  or  not  such  a 

credit  is  actually  irrevocable. 

Some  credits  in  stating  the  amount  of  the  letter  of  credit 
either  set  forth  a  definite  amount  or  say  "about"  such  an 
amount  or  "up  to"  such  an  amount.  When  a  definite  amount 
is  used  or  the  clause  "up  to "  such  an  amount,  many  bankers  will 
not  pay  anything  above  the  sum  set  forth.  In  such  cases  and 
also  when  the  clause  "about"  such  an  amount  is  used,  others 
will  accept  the  guaranty  of  a  reliable  exporter  to  hold  them 
harmless  from  the  consequences  of  paying  above  the  amount  set 
forth  in  the  credit,  but  this  practice  is  not  universal  and  incon- 
venience has  been  caused  because  the  invoice  of  the  shipment 
must  not  run  over  the  amount  of  the  credit.  For  this  reason 
it  has  been  suggested  that  a  5  or  10  per  cent  latitude  be  allowed. 
Banks  will  sometimes  pay  nothing  under  a  letter  of  credit  unless 
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the  entire  shipment  has  been  made,  whereas  more  lenient  banks 
will  pay  against  each  partial  shipment.  In  many  instances 
letters  of  credit  state  that  the  bank  will  accept  only  bills  of 
lading  issued  by  the  company  carrying  the  goods  and  will  not 
accept  bills  of  lading  issuing  by  forwarding  companies. 

Recommendations  of  the  American  Acceptance  Council. — 
Recently  the  American  Acceptance  Council  appointed  a  com- 
mittee of  American  bankers  to  draw  up  standard  forms  of  ap- 
plications for  letters  of  credit,  trust  receipts  and  letters  of 
credit.  In  analyzing  the  instruments  which  have  been  used 
for  many  years  particular  attention  was  paid  to  protecting 
the  interests  of  the  banks,  the  exporters  and  the  importers.  The 
drafts  of  the  proposed  new  forms  were  submitted  to  counsel  in 
order  to  determine  their  legality.  The  American  Acceptance 
Council  has  published  a  booklet  in  which  it  discusses  the  pro- 
posed changes  and  includes  the  new  forms  of  the  standard  letter 
of  credit.  All  banks  engaged  in  international  finance  are  urged 
to  adopt  these  forms  as  quickly  as  possible.  It  still  remains  to 
be  seen  whether  all  of  the  suggestions  of  the  American  Accept- 
ance Council  will  meet  with  approval.  It  is  likely  that  many 
banks  will  modify  their  forms,  at  least  in  part  if  not  entirely,  to 
conform  with  the  suggestions  of  the  American  Acceptance  Coun- 
cil. An  outline  of  these  changes  is  included  so  that  the  exporter 
and  importer,  by  comparing  the  instruments  used  by  his  bank 
with  the  standard  forms  of  the  American  Acceptance  Council, 
can  determine  the  extent  to  which  he  is  protected.2 

Standard  Letter  of  Credit — Authority  to  Pay. — The  Ameri- 
can Acceptance  Council  has  divided  -letters  of  credit  into  three 
groups.  The  first  of  these  is  the  "authority  to  pay."  This  is  in 
practice  a  revocable  letter  of  credit  in  that  the  opening  bank 
reserves  to  itself  the  right  of  cancelling  or  modifying  the  letter 
of  credit  without  notice  to  the  beneficiary.  There  has  been  some 
disagreement  as  to  whether  or  not  drafts  negotiated  in  conform- 
ance with  the  terms  of  this  type  letter  of  credit  are  with  recourse 
on  the  drawer.    This  point  has  not  been  decided.    This  letter  of 

2  Forms  suggested  by  Commercial  Credit  Conference  in  Appendix  III, 
page  294. 
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credit  cannot  be  recommended  to  exporters  who  wish  to  eliminate 
all  credit  risk.  It  will  satisfy  those  who  cannot  readily  discount 
their  drafts  and  therefore  need  assistance  in  securing  funds  with 
which  to  carry  on  their  business. 

Standard  Letter  of  Credit — Irrevocable  Letter  of  Credit. — 
The  American  Acceptance  Council  maintains  the  distinction  it 
has  drawn  between  the  irrevocable  letter  of  credit  and  the  con- 
firmed irrevocable  letter  of  credit.  The  irrevocable  letter  of 
credit  constitutes  an  engagement  on  the  part  of  the  issuing  bank 
to  pay  the  beneficiary  in  conformance  with  the  terms  of  the 
credit.  The  correspondent  of  the  issuing  bank  assumes  no  re- 
sponsibility and  acts  only  as  the  agent  of  the  issuing  bank. 

Standard  Letter  of  Credit — Irrevocable  Confirmed  Letter 
of  Credit. — This  letter  of  credit  constitutes  an  engagement  on 
the  part  of  both  issuing  and  notifying  banks  to  pay  the  bene- 
ficiary in  conformance  with  the  terms  of  the  letter  of  credit.  In 
actual  practice  the  difference  between  these  two  forms  will  not 
affect  the  exporter  to  any  great  extent.  If  the  issuing  bank  is 
one  of  unquestioned  strength  the  exporter  will  not  need  the 
confirmation  of  the  notifying  bank  to  support  the  irrevocable 
letter  of  credit  of  the  issuing  bank.  If  the  issuing  bank  is  not 
considered  sufficiently  strong  to  meet  all  of  its  engagements  it 
is  hardly  likely  that  the  notifying  bank  would  care  to  under- 
take to  confirm  the  letter  of  credit.  The  distinction  has  been 
made  for  purposes  of  clarity  in  terminology. 

Standard  Letter  of  Credit — Provisions  for  Interpretation 
of  Credits. — The  American  Acceptance  Council  has  also  set 
forth  provisions  for  the  guidance  of  banks,  exporters  and  im- 
porters in  complying  with  the  terms  of  a  letter  of  credit.  Con- 
fusion has  frequently  arisen  because  of  different  interpreta- 
tions placed  on  a  letter  of  credit  by  the  different  parties  thereto. 
The  standardization  of  terms  is  being  considered  by  the  large 
international  banks  and  it  is  unlikely  that  a  definite  decision 
will  be  reached  for  some  time.    These  provisions  are  as  follows : 

A.  1. — Railroad   export  and   forwarders'  bills   of   lading  will   not  be   ac- 

cepted. 
2. — Ocean  bills  of  lading  permitting  transhipment  will  be  accepted. 

B.  1. — Bills  of  lading  shall  contain  no  words  qualifying  the   acceptance 

of  shipments  in  apparent  good  order  and  condition. 
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2. — ''Received  for  shipment"  or  "alongside"  bills  of  lading  will  be 
accepted  and  the  date  thereof  taken  to  be  the  date  of  shipment, 
and  in  this  case  insurance  shall  cover  the  shipment  from  such  date 
of  shipment  and  on  whatever  vessels  carried. 

3. — When  '"on  board"  shipment  is  required  and  such  shipment  is  repre- 
sented by  an  "on  board"  bill  of  lading,  the  bill  of  lading  date  will 
be  taken  as  the  date  when  such  shipment  was  effected;  if  evi- 
denced by  "on  board"  endorsement,  the  endorsement  date  will  be 
so  taken. 

4. — Any  extension  of  the  date  of  shipment  shall  extend  for  an  equal 
length  of  time  the  date  for  presentation  or  negotiation,  and  vice 
versa. 

C.  The  term  "insurance"  shall  be  construed  as  including  underwriters' 
certificate  of  insurance. 

D.  A  shipment  for  any  part  of  the  specified  property  may  be  drawn 
against  if  the  pro  rata  value  can  be  verified. 

E.  If  shipment  in  instalments  within  stated  periods  is  specified,  and 
there  is  a  failure  to  ship  in  any  designated  period,  shipments  of  sub- 
sequent instalments,  made  in  their  respective  designated  periods,  may 
be  drawn  against. 

F.  When  the  indicated  expiration  date  for  presentation  or  negotiation 
falls  upon  a  Sunday  or  legal  holiday,  the  expiration  is  extended  to 
the  next   succeeding  business  day. 

G.  Presentation  must  be  made  during  the  usual  banking  hours. 

H.  The  terms  •"prompt  shipment,"  "shipment  as  soon  as  possible,"  "im- 
mediate shipment"  or  words  of  similar  import  shall  be  interpreted  as 
requiring  shipment  to  be  effected  within  thirty  days;  and  if  no  date 
for  presentation  or  negotiation  is  stated,  such  presentation  or  negotia- 
tion must  be  made  within  thirty  days  from  the  date  of  the  Credit  or 
advice. 

I.  Documents  representing  more  than  the  specified  quantity  of  property 
may  be  accepted  in  the  discretion  of  the  paying  or  negotiating  bank 
without  thereby  binding  the  buyer  to  accept  or  pay  for  such  excesses, 
but  payment  shall  be  limited  to  the  sum  named  in  the  credit  or  advice. 

J.  The  terms  "approximately,"  "about"  or  words  of  similar  import,  shall 
be  construed  to  permit  a  variation  of  not  exceeding  ten  per  centum 
from  the  named  sum  or  quantity. 

K.     Drafts  drawn  without  recourse  will  not  be  honored. 

L.  Definitions  of  Export  Quotations  will  be  those  adopted  by  the  Na- 
tional Foreign  Trade  Council,  Chamber  of  Commerce  of  the  U.  S.  A., 
National  Association  of  Manufacturers,  American  Manufacturers'  Ex- 
port Association,  Philadelphia  Commercial  Museum,  American  Ex- 
porters' and  Importers'  Association,  Chamber  of  Commerce  of  the  State 
of  New  York,  New  York  Produce  Exchange  and  the  Merchants'  Asso- 
ciation of  New  York  at  a  conference  held  in  India  House,  New  York, 
on  Dec.  16,  1919. 
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Standard  Letter  of  Credit — Customers'  Agreements. — The 
American  Acceptance  Council  has  suggested  a  new  form  of  cus- 
tomers' agreement  which  is  far  more  detailed  than  the  form  of 
agreement  now  in  general  use.  Some  objections  were  raised  to 
the  proposed  form  because  of  its  length.  At  this  time  (Sept., 
1922)  no  banks  have  definitely  come  out  in  favor  of  or  in  opposi- 
tion to  the  suggested  agreement.  Under  sight  letters  of  credit 
payment  is  to  be  made  by  cable  transfer,  but  under  time  letters 
of  credit  payment  is  to  be  made  at  the  check  rate  in  time  to 
forward  a  check  abroad  so  that  it  arrives  at  maturity.  The  cus- 
tomer is  furthermore  asked  to  state  in  advance  his  attitude 
towards  shipping,  insurance  and  similar  matters.  The  agreement 
also  contains  the  customary  clauses  which  place  title  to  the 
merchandise  in  the  issuing  bank.  The  student  of  foreign  financ- 
ing is  advised  to  read  the  customers'  agreements  of  several  dif- 
ferent banks.  The  terms  of  these  agreements  should  be  carefully 
compared  and  studied  so  that  the  importer  is  familiar  with  the 
meaning  of  the  contract  which  he  signs  upon  the  issuance  of  an 
import  letter  of  credit. 

Use  of  the  Letter  of  Credit. — The  actual  use  of  a  letter  of 
credit  is  very  simple.  The  importer  files  with  his  bank  his 
financial  statement  and  gives  the  bank  any  other  information 
desired  which  will  satisfy  the  bank  about  his  ability  and  will- 
ingness to  meet  his  obligations.  When  the  importer  wishes  to 
open  a  letter  of  credit  he  fills  out  a  formal  blank  supplied  by 
the  bank  which  sets  forth  in  detail  the  terms  under  which  the 
letter  of  credit  is  to  be  opened.  These  include  the  amount  of  the 
credit ;  the  expiration  date ;  the  documents  to  be  supplied  by 
the  exporter,  i.e.,  how  the  bills  of  lading  are  to  be  made  out  (to 
order,  to  the  order  of  the  importer,  to  the  order  of  the  bank)  ; 
whether  insurance  is  to  be  covered  by  the  exporter  or  importer; 
the  number  of  commercial  invoices,  certificates  of  weight  or 
analysis,  etc. ;  whether  the  credit  is  to  be  opened  by  mail  or  by 
cable ;  whether  it  is  to  be  made  payable  only  to  the  exporter  or 
whether  the  exporter  can  assign  it  to  whomever  he  wishes,  etc. 
The  bank  then  sends  to  the  importer  the  letter  of  credit  issued 
in  duplicate  together  with  the  form  guaranty  which  the  importer 
must  sign.  The  guaranty  constitutes  the  contract  between  the 
bank  and  its  client.     The  terms  of  the  guaranty  require  that 
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the  importer  pay  a  certain  commission  to  the  bank  for  its  services 
and  meet  at  maturity  the  drafts  drawn  under  the  terms  of  the 
letter  of  credit.  If  the  bank  is  assured  that  the  importer  is  in 
a  position  to  fulfill  his  obligations  it  will  open  a  letter  of  credit 
without  payment  of  a  deposit  or  without  receiving  collateral  to 

APPLICATION  FOR  LETTER  OF  CREDIT 


Augiat  g 1928. 


National  Bank  of  Commerce 
in  NEW  YORK 


.     mail                    li    i          tit         iv    H     Cordon*  Co.,  Buenos  Aires. 
Pleas*  open  by     ?V   an  irrevocable  letter  of  credit  in  favot  of  H.   H.   loraon  «"'i • 


'  cikk 
/irgsntlne • 


Fot  the  am«unt  nfTTO  THOnSUTO  DOLLABS    1)^2,000.1 


Available  against  drafts  dra»-n  "  ntnAty   (901  dAy»'   -  -     <iPhr  on  Watloiya,).  Ban*  of  Oomarca 
^7\  *a»  Ynrttt   Hi—  VnrV,   M.V. fnr    100         per  cent,  of  the  invoice  value  of 


Shipped  during    August ^<&«t^tto>  Alrea to    New  York 

( 1 )     CompV»/s«  «t«l»'of  Lading  (to  order  of  National  Bank  of 
^TvMvmp^eNpr  New  York). 

( J£^l«^cvi«£r<hce  Certificate. 
The  drafts  to  be  accompanied  b<5K\^aXjSjt  Insurance  Certificate 

~TVi^  Consular  Invoice. 


H,""",,' .  L  Insurance  to  be  effected  by      seUerg. 


War  Risk 

Special  Instructions 


Credit  to  remain  in  force  until   September  3Q,   1922  ■ 


■t.   Mum  k  e.g. 


(Slgnodl  Janea  Salter. 


Fig.  51. — Application  for  Import  Letter  of  Credit 

cover  the  amount  involved.  This  practice  is  common  in  the 
United  States,  England,  Germany,  and  some  of  the  other  coun- 
tries prominent  in  foreign  trade.  In  the  Latin  American  coun- 
tries and  countries  where  import  business  has  been  developed  to 
a  smaller  degree,  bankers  as  a  rule  insist  upon  payment  of  a 
part  or  the  whole  of  the  amount  of  the  letter  of  credit,  or  upon 
the  deposit  of  satisfactory  collateral  at  the  time  the  credit  is 
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issued.  In  view  of  the  fact  that  shipping  documents  under 
a  letter  of  credit  are  nearly  always  negotiable,  title  to  the  goods 
is  vested  in  the  holder  of  the  documents,  and  banks  which  are  in 
the  habit  of  asking  for  cash  advances  or  collateral  will  therefore 
frequently  await  the  arrival  of  the  goods  before  asking  for  se- 
curity. The  demand  of  the  banks  for  collateral  or  deposits  has 
made  the  letter  of  credit  unpopular  in  countries  of  the  latter 
class  but  with  the  development  of  foreign  trade,  bankers  will 
open  letters  of  credit  more  readily,  relying  solely  upon  the  will- 
ingness and  ability  of  their  clients  to  make  payment  at  maturity. 

If  the  letter  of  credit  is  opened  by  cable,  the  issuing  bank 
cables  its  correspondent  the  terms  of  the  letter  of  credit  and  the 
foreign  bank  in  turn  advises  the  accredited  party.  In  such  in- 
stances a  formal  letter  of  credit  is  sometimes  omitted,  and  the 
entire  transaction  is  based  on  the  cables  between  the  banks. 
When  a  letter  of  credit  is  opened  by  mail,  the  formal  letter  of 
credit  is  sent  in  duplicate  to  the  importer,  who  in  turn  forwards 
it  to  the  exporter.  At  the  same  time  the  bank  sends  a  copy  to 
its  correspondents.  When  the  credit  is  opened  by  cable  or  sent 
direct  to  the  exporter  the  bank  sends  the  importer  only  the 
guaranty  and  a  non-negotiable  copy  for  his  files.  The  guaranty 
which  the  importer  must  sign  is  either  a  separate  document  or 
is  printed  on  the  back  of  a  copy  of  the  letter  of  credit. 

Payment  Under  the  Letter  of  Credit. — Upon  receipt  of  the 
letter  of  credit  the  exporter  prepares  the  shipment  and  forwards 
it  in  strict  compliance  with  the  terms  of  the  credit.  He  then  for- 
wards the  shipping  documents  to  the  bank.  After  receiving  the 
shipping  documents,  the  accepting  bank  examines  them  and  com- 
pares them  very  carefully  with  the  letter  of  credit.  If  it  is  found 
that  the  exporter  has  fulfilled  the  terms  of  the  letter  of  credit, 
payment  will  be  made  under  the  cash  credit,  or  drafts  will  be 
accepted  under  the  time  credit.  The  bank  wTill  in  all  cases  in- 
sist upon  clean  bills  of  lading  because  they  constitute  an  ac- 
knowledgment on  the  part  of  the  steamship  company  that  the 
merchandise  has  been  received  in  good  condition.  The  bank  ac- 
cepts no  liability  for  the  quantity  or  quality  of  the  merchandise 
shipped.  In  some  instances  a  case  or  bag  may  be  slightly  dam- 
aged and  a  notation  will  appear  to  this  effect  on  the  bill  of  lad- 
ing, thereby  relieving  the  steamship  company  from  any  respon- 
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sibility  for  loss  or  damage  to  the  package  or  packages  which  are 
in  bad  condition.  Bankers  will  refuse  to  pay  or  accept  the  drafts 
of  the  exporter  against  such  bills  of  lading  unless  a  guaranty  is 
given  which  holds  the  bank  harmless  for  its  action  in  accepting 
foul  bills  of  lading.  In  other  instances,  the  invoice  amount  will 
slightly  exceed  the  amount  of  the  credit  or  the  documents  will 
be  presented  a  few  days  after  the  expiration  date  of  the  letter 
of  credit.  Confusion  has  arisen  as  to  the  construction  which 
should  be  placed  on  the  expiration  date  stated  in  the  letter  of 
credit.  If  an  importer  contracts  for  the  shipment  of  merchan- 
dise in  April  he  should  not  stipulate  that  the  credit  expires  on 
April  30.  Instead  the  terms  of  the  credit  should  state  either 
that  the  exporter  must  supply  the  bank  with  a  bill  of  lading 
dated  in  April  or  that  shipment  must  be  made  on  a  steamer 
that  sails  in  April.  The  expiration  date  in  the  credit  should 
allow  the  exporter  to  present  the  documents  during  the  first  few 
days  in  May.  Exporters  are  frequently  unable  to  secure  bills 
of  lading  prior  to  the  sailing  of  a  vessel.  They  need  a  few 
days'  grace  in  order  to  prepare  the  documents  for  presentation 
and  the  importer  should  make  allowance  for  this  when  opening 
a  letter  of  credit,  Most  banks  will  accept  the  drafts  of  or  make 
payment  to  the  responsible  exporter  upon  receiving  his  guaranty 
for  his  failure  to  comply  specifically  with  the  terms  of  the  credit. 
If  a  partial  payment  has  been  made,  the  bank  endorses  on  the 
back  of  the  letter  of  credit  the  amount  paid  out  and  returns  it  to 
the  exporter  for  further  use.  In  the  case  of  a  cash  credit,  pay- 
ment is  made  by  the  bank  to  the  shipper  upon  presentation  of  the 
necessary  documents.  No  drafts  are  necessary  when  a  time 
letter  of  credit  is  used.  Drafts  are  draAvn  in  duplicate  for  the 
length  of  time  stated  in  the  credit.  These  drafts  must  accom- 
pany the  shipping  documents.  The  bank  accepts  the  drafts  of 
the  shipper,  who  can  either  negotiate  them  or  hold  them  for  col- 
lection until  maturity. 

The  bank  in  the  country  of  shipment  then  forwards  the 
documents  to  the  issuing  bank,  which  in  turn  examines  them  and 
compares  them  with  the  letter  of  credit  it  authorized.  If  a 
cash  credit  has  been  opened  and  no  payment  has  been  made  at 
the  time  the  credit  is  opened,  the  bank  will  present  the  docu- 
ments to  the  importer  who  will  pay  the  bank  as  in  the  case  of  a 
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sight  draft.  If  an  acceptance  credit  has  been  opened,  the  bank 
on  presenting  documents  to  the  importer  will  ask  for  payment, 
the  deposit  of  security  or  the  signing  of  a  trust  receipt.     The 

NATIONAL  BANK  OF  COMMERCE 

IN  NEW  YORK 
COMMERCIAL  LETTER  OF  CREDIT 

Ammt  te.000. No.  ooooo-  -_ 

New  Yotk^UB*  *  * 19-^g. 

Messrs.  m.  R.  Gordon  &  Co., 

Buenos  Aires,  Argentine. 

Gentlemen : 

You  ut  hereby  authorized  10  dmw  on  Ifatlonal  Bank  of  Coiroerce  In  tear  York,  Mew  Yorky  H.Y.  -  - 


All  drafts  drawn  under 
Drafts  under  this  credit 
"Drawn  under  National 

dated  New  York.  ^"S"*  * 
Xtv  York.  Ber»  Torn,  fl.T. 


Insurance  to  be  eD.rt«lbygellefS,  covering  marine  and  war  risk ■  -  - 


Respectfully, 


mmm 


Aaa't  Manager  Foreign  Department 

Fig.   f>2. — Import  Letter   of   Credit 


trust  receipt  is  used  when  the  bank  relies  on  the  willingness  and 
ability  of  its  client  to  fulfill  his  obligations.  The  trust  receipt 
is  an  agreement  on  the  part  of  the  importer  to  hold  the  goods  at 
the  disposal  of  the  bank  until  payment  of  the  invoice  amount, 
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The  bank  is  furthermore  entitled  to  collect  at  any  time  from  the 
importer  the  proceeds  of  the  sale  of  any  portion  of  the  mer- 
chandise which  has  already  been  disposed  of  and  to  secure  from 

COMMERCIAL    CREDIT    GUARANTY 

New  Yoik,       August  £ .  1922. 

C  C.  Vn  000 00 

NATIONAL  BANK  OF  COMMERCE  IN  NEW  YORK, 
New  York  City. 

In  consideration  of  your  opening  for  us  Commercial  Credit  No  OOflOfl",  --as  per  copy  on  reverse  hereof,  hereinafter  termed 
the  "credit."  of  the  terms  of  which  we  hereby  approve,  we  jointly  and  severally  hereby  agree  as  follows: 

To  pay  you  at  your  banking  house  in  New  York  City,  in  United  States  gold,  at  the  rate  of  exchange  fixed  by  you,  the  amount  of 

all  acceptances  made  in  virtue  of  the  credit,  plus  a  commission  of per  cent.,  interest  at  the  prevailing  rate,  where  chargeable, 

and  all  expenses  and  sundry  charges.    To  make  said  payments  not  later  than  Ofl©  day  before 

maturity  of  said  acceptances,  or  should  the  credit  be  availed  of  by  drafts  or  payments  at  sight  or  upon  demand,  then  immediately  upon 
your  advising  us  or  any  of  us  that  such  payments  have  been  made. 

The  users  of  the  credit  are  our  agents  and  we  assume  all  risk  of  their  acts.  Neither  you  nor  your  correspondents  shall  be  re- 
sponsible for  any  of  the  following:  general  order  charges  or  other  expense,  if  through  shippers'  negligence  or  other  causes  documents 
fail  to  reach  destination  in  due  time;  the  validity,  genuineness,  sufficiency  or  correctness  of  any  shipping  or  other  documents  received 
by  you  or  your  correspondents  under  or  in  connection  with  the  credit,  even  if  said  documents  should  in  fact  prove  to  be  in  any  or  all 
respects  incorrect,  defective,  irregular,  fraudulent  or  forged .  the  kind,  quality,  quantity,  delivery  or  existence  of  the  property  purporting 
to  be  represented  by  such  documents ;  the  covering,  quality,  sufficiency  or  validity  of  any  insurance  or  the  solvency  or  financial  standing 
or  responsibility  of  any  insurer  or  any  other  risk  connected  with  insurance  on  said  property,  any  variance  between  the  invoices  and  the 
insurance-  certificates  or  between  the  invoices  and  the  bills  of  lading  warehouse  receipts  or  other  documents  in  respect  of  said  mer- 
chandise or  other  property;  any  default  or  fraud  of  the  shipper  or  any  one  else  to  connection  with  said  goods,  the  shipping  thereof,  or 
the  shipping  or  any  other  documents  with  respect  thereto. 

To  hold  you  and  your  correspondents  indemnified  and  harmless  against  any  and  all  loss  or  liability  however  arising  from  or  in 
connection  with  the  credit  - 

To  pay  you  for  any  documents,  merchandise  or  other  property  r«eivfid\bV  you  or  your  correspondents  under  the  credit  before 
the  surrender  thereof  to  us ;  but  you  are  hereby  authorized  at  your  sole  onfJonT^bfrender  such  documents,  merchandise  or  property  to 
us  or  to  any  of  us  against  the  usual  form  of  trust  receipt  or  against  /oUrfteVafcs^tisTactory  to  you.  If  you  and  your  correspondents 
entrust  to  us  or  to  any  of  us  any  of  said  documents,  merchandise  ^f^Vofc>e^NowThS<  purpose  of  sale  or  otherwise,  to  hold  in  trust  for 
snd  hereby  give  you  a  pledge  of  and  lien  oh  all  such  documentSj«^KhaiUTis'e\ajBfs0roperty  and  the  proceeds  thereof,  all  insurance  (which 
the  undersigned  jointly  and  severally  agree  shall  be  efTective^and  smwcenVVjd^adequate  to  cover  any  and  all  acceptances  and  payments 
made  in  virtue  of  the  credit)  on  any  such  documents,  proDe/tANHSn^cchYhdrfse.  all  bills  of  lading,  warehouse  receipts  and  other  docu- 
ments representing  the  same,  with  full  power  and  autro^PvjoNpVaoVm  your  sole  discretion  at  any  time  to  take  possession  of  and  to 
sell  or  otherwise  dispose  of  the  same  at  either  pub^ie%\^vau>MyVv*ith  or  without  notice,  for  your  security  or  reimbursement  for 
any  such  acceptances,  payments  and  any  other  oW^H(^ \l\jie) undersigned  to  you  hereunder  or  otherwise,  together  with  ail  expenses, 
including  commission  for  sale  and  guaranty.  \f\\ \  \_>\^^ 

To  deposit  with  you  such  addiliona>n)jTaJ^a/secSjntyas  you  may  from  time  to  time  demand,  and  in  case  of  depreciation  in  the 
market  value  of  any  collateral  upon  whicfc  fifi^a^arW  time  have  a  lien  hereunder,  which  collateral  is  hereinafter  termed  the  "collateral"  to 
pay  you  on  account  of  all  acceptances  and fom^gatkh^ hereunder,  a  cash  sum  equivalent  to  such  depreciation  so  that  said  value  shall  al- 
ways be  in  yciir  sole  judgment  at  least  OllV"  ccm-  more  than  the  amount  of  all  acceptances,  payments  and  obligations  hereunder. 

Upon  default  in  or  non-performance  of  any  agreement  or  condition  herein  contained,  or  in  case  of  any  depreciation  in  said  value  or 
the  collateral  below  that  agreed  upon,  alt  obligations  and  liabilities,  direct  and  indirect,  of  any  of  the  undersigned  to  you,  whether  arising 
hereunder  or  otherwise  shall,  at  your  absolute  option,  become  immediately  due  and  payable;  aod  in  such  event  you  are  hereby  authorized 
immediately  to  sell  the  whole  or  any  part  of  the  collateral  at  any  broker's  board  or  at  public  or  private  sale  at  your  option,  without  notice 
of  the  amount  due  or  claimed  to  be  due,  demand  of  payment,  advertisement  and  notice  of  sale,  or  any  of  them,  each  and  all  of  which  are 
hereby  expressly  waived,  and  to  apply  the  net  proceeds  of  such  sale,  after  deduction  of  expenses  for  collection,  sale  and  delivery,  to  the 
payment  of  such  acceptances  and  all  obligations  hereunder  and  any  other  liability  or  liabilities,  whether  due  or  not  due,  of  the  undersigned 
to  you,  returning  the  overplus,  if  any.  to  the  undersigned,  who  shall  remain  liable  for  any  deficiency  upon  any  such  sale  with  legal  interest. 

Any  moneys  or  other  property  at  any  time  in  your  possession  belonging  to  any  of  the  undersigned  and  any  deposits,  balance  of  de- 
posits and  other  sums  credited  by  or  due  from  you  to  any  of  the  undersigned  nwy,  at  all  times,  at  your  option,  be  held  and  treated  as 
collateral  security  for  the  payment  of  all  such  acceptances,  and  the  performance  of  all  obligations  hereunder  and  all  other  obligations  of 
the  undersigned  to  you.  whether  due  or  not  due.  and  you  may  at  any  time  at  your  option  set  off  the  amount  due  or  to  become  due 
hereunder  against  any  claim  of  any  of  the  undcrsicned  against  you. 

Upon  any  sale  by  virtue  hereof,  you  may  purchase  the  whole  or  any  part  of  the  property  sold,  discharged  from  any  right  of  re- 
demption, which  is  hereby  expressly  waived  and  released. 

In  the  event  of  an  application  for  the  appointment  of  a  receiver  for.  or  the  filing  of  a  petition  in  bankruptcy  by  or  against  or  the 
making  of  a  general  assignment  by  any  of  the  undersigned  or  any  guarantor  of  any  of  said  drafts,  or  of  any  other  act  indicating  in  your 
sole  judgment  the  probable  insolvency  of  any  of  said  parties,  however  expressed  or  indicated,  all  the  aforesaid  obligations  shall,  without 
notice,  at  your  option,  become  immediately  due.  without  demand  for  payment  thereof. 

To  comply  with  all  foreign  and  domestic  governmental  regulations  in  regard  to  the  shipment  of  goods  or  the  financing  thereof  and 
to  tumish  certificates  in  that  respect  such  and  as  you  may  at  any  time  require. 

The  obligations  hereof  shall  continue  in  force  and  apply  notwithstanding  any  change  in  the  membership  of  any  partnership  under- 
signed, whether  arising  from  the  death  or  retirement  of  one  or  more  partners  or  the  accession  of  one  or  more  new  partners. 

A  change  in  the  original  time  limited  or  any  other  terms  originally  specified  in  the  credit  may.  at  your  sole  option,  upon  the  ap- 
plication of  any  one  of  the  undersigned,  be  granted  by  you  or  any  of  your  correspondents,  whereupon  all  the  terms  hereof  shall  con- 
tinue in  full  force  and  effect  in  accordance  with  such  change  without  releasing  any  party  to  the  credit  or  hereto  or  any  party  u^on  any 
acceptance  made  hereunder 
jjated  August   2>    1922. 

Fig.  53. — Guaranty   of   Importer   to   Bank   upon   the    Issuance   of   a 
Letter  of  Credit 

the  importer  the  unsold  balance.  The  importer  further  agrees 
to  cover  the  goods  with  insurance  and  to  protect  them  in  every 
way.     At  the  maturity  of  the  time  draft  the  importer  pays  the 
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bank  the  invoice  amount  and  the  trust  receipt  is  then  released. 
If  a  credit  is  opened  in  the  currency  of  the  country  in  which 
the  importer  is  located  a  cheek  for  that  amount  is  sent  to  the 
bank.  If  a  credit  is  opened  in  a  foreign  currency  payment  is 
made  at  the  current  rate  of  exchange  on  the  date  the  draft 
matures. 

Disposition  of  the  Documents. — In  many  instances  not  all 
of  the  shipping  documents  are  forwarded  to  the  bank.  On  ship- 
ments from  Singapore  to  the  United  States,  which  are  financed 
by  letters  of  credit  on  London,  the  customary  procedure  is  for 
the  American  bank  to  open  a  letter  of  credit  authorizing  the 
shipper  to  draw  on  a  London  bank.  In  such  cases  full  sets  of 
shipping  documents  are  forwarded  by  the  shipper  in  Singapore 
to  the  bank  in  London,  for  payment  of  a  sight  draft  or  accept- 
ance of  a  time  draft.  The  documents  would  then  be  forwarded 
by  the  London  bank  to  the  issuing  bank  in  New  York.  Mer- 
chandise frequently  arrives  in  the  United  States  before  the  docu- 
ments, and  importers  have  been  inconvenienced  by  the  absence 
of  shipping  documents.  To  obviate  this  difficulty  the  importer 
instructs  the  issuing  bank  when  opening  the  letter  of  credit  to 
pay  the  exporter  or  accept  his  drafts  upon  receipt  of  one  copy 
of  the  commercial  invoice,  one  copy  of  the  negotiable  bills  of 
lading,  and  a  guaranty  that  the  remaining  shipping  documents 
were  forwarded  either  direct  to  the  issuing  bank  in  New  York 
or  to  the  branch  of  the  issuing  bank  in  the  port  to  which  the 
shipment  is  coming.  If  a  shipment  of  tapioca  is  being  made 
from  the  Straits  Settlements  to  San  Francisco  or  Seattle,  the 
Guaranty  Trust  Company  or  National  Bank  of  Commerce  will 
allow  the  documents  to  be  sent  direct  to  its  correspondents  in 
Seattle  or  in  San  Francisco.  These  documents  will  then  be 
turned  over  to  the  customs  house  broker  of  the  New  York  im- 
porter. The  importer  signs  a  trust  receipt  for  the  shipment 
upon  the  release  of  the  documents  to  his  agents. 

Bank  Charges. — For  issuing  a  letter  of  credit  the  bank 
charges  a  commission  which  ranges  from  14  to  1%  per  cent, 
according  to  its  terms,  the  amount,  the  time,  and  the  risk  in- 
volved. The  cost  of  a  sight  or  cash  credit  is  the  least.  The  cost 
of  a  time  credit  is  higher,  increasing  with  the  length  of  time 
and  the  consequent  added  risk.    An  extra  commission  is  charged 
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for  a  confirmed  credit.     The  issuing  bank  shares  its  commission 
with  its  foreign  correspondent. 

TRUST  RECEIPT 


RECEIVED  FROM  CENTRAL  UNION  TRUST  COMPANY  OF  NEW  YORK,  the  following 

goods  and  merchandise,  its  property,  specified  in  billot  lad;ng  per. .  SS.  .'.'Wes.t .  Mabomet". 

dated. , . .  .May.  .13.,. .  1983. marked  and  numbered  as  follows: 

OPC 
New     York     1500  bags  Copra 


and  in  consideration  thereof  I/we  hereby  agree  to  hold  said  goods  in  trust  for  the  Trust  Company 
and  as  its  property,  and  I/we  also  agree  to  keep  said  goods  and  proceeds  thereof,  whether  in  the  form 
of  money  or  bills  receivable  separate  and  capable  of  identification  as  the  property  of  the  Trust  Com- 
pany, and  to  sell  the  same  for  account  of  the  Trust  Company,  and  in  case  of  sale  to  hand  the  proceeds 
to  the  Trust  Company  as  and  when  received  to  apply  against  the  acceptances  of  the  Trust  Company, 

or  its  correspondents,  on  my/our  account  under  the  terms  of  letter  of  Credit  No  6183 issued  for 

my/our  account,  and  for  the  payment  of  any  other  indebtedness  of  mine/ours  to  the  Trust  Company. 

The  Trust  Company,  or  its  Agents,  may  at  any  time  cancel  this  trust  and  take  possession  of  the 
said  goods  and/or  of  the  proceeds  of  such  of  the  same  as  may  have  then  been  sold,  wherever  the  said 
goods  or  proceeds  may  then  be  found,  and  thereupon  without  further  reference  to  me/us  proceed  to 
sell  by  public  Auction  ot  by  Private  Sale  at  their  absolute  discretion ;  and  in  the  event  of  any  suspen- 
sion, or  the  institution  of  proceedings  in  bankruptcy  by  or  against  me/us  or  failure  or  assignment  for 
benefit  of  creditors  on  my /our  part  or  of  the  non-fulfillment  of  any  obligation  or  of  the  non-payment 
at  maturity  of  any  acceptances,  made  by  me/us  under  said  credit  or  under  any  other  credit  issued  by 
the  Bank  on  my/our  account,  or  of  any  indebtedness  on  my/our  part  to  the  Trust  Company,  then  all 
obligations,  acceptances,  indebtedness  and  liabilities  whatsoever  shall  thereupon  with  or  without  notice, 
at  the  option  of  the  Trust  Company,  mature  and  become  payable.  In  case  the  Trust  Company  shall 
exercise  its  right  of  repossession  or  sale  of  said  goods,  or  the  proceeds  thereof,  or  any  portion,  thereof, 
it  is  agreed  that  I/we  shall  notwithstanding,  continue  to  be  liable  to  the  Trust  Company  upon- any 
indebtedness  due  or  to  become  from  me/us  to  the  Trust  Company,  arising  under  the  letter  of  credit 
above  referred  to,  or  any  other  obligation,  after  crediting  thereon  the  net  proceeds  of  such  sale.  The 
said  goods  while  in  my/our  hands  shall  be  fully  insured  against  loss  by  fire,  and  the  insurance  money 
received  for  any  loss  shall  be_subject  to  the  trust  herein  contained,  in  the  same  manner  as  the  goods 
themselves.  If  required  by  the  Trust  Company  such  insurance  shall  be  taken  out  in  the  name  of 
Central  Union  Trust  Company  of  New  York,  and  the  insurance  policy  or  certificate  shall  be  lodged 
with  them. 


Dated,  New  York,.AugU8t  .3., 1933. 

Signed 

Fig.  54. — Trust   Receipt 


OIL  PRODUCTS  CORPORATION 
signed 

Treasurer 


Advantages  of  the  Letter  of  Credit  to  Exporters. — Al- 
though the  letter  of  credit  has  met  with  a  great  deal  of  abuse  it 
nevertheless  has  decided  advantages  for  both  importer  and  ex- 
porter, and  is  probably  the  most  satisfactory  method  of  financ- 
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ing  foreign  trade.  The  principal  advantage  to  the  exporter  is 
that  he  is  virtually  certain  to  obtain  cash  for  his  goods  or  that 
he  has  a  guaranty  of  a  bank  that  time  drafts  on  his  customer 
will  be  met  at  maturity.  The  acceptance  on  the  part  of  the 
bank  enables  the  shipper  to  discount  drafts  more  easily  and  at 
a  more  favorable  rate  than  he  could  his  own  drafts  unaccepted 
by  a  banker.  Full  responsibility  rests  with  the  accepting  bank, 
and  the  shipper  is  relieved  of  all  financial  worry  as  soon  as  he 
has  discounted  the  draft. 

Advantages  to  Importers. — While  the  advantages  to  the 
importer  are  not  so  obvious,  they  nevertheless  exist.  Exporters, 
as  a  rule,  name  more  favorable  prices  to  the  importer  who  sup- 
plies them  with  a  letter  of  credit  than  to  the  importer  on  whom 
they  must  draw  drafts  and  so  assume  the  credit  risk.  The  im- 
porter can,  with  little  difficulty,  place  advance  orders  conform- 
ing to  his  own  particular  desires,  and  can  at  the  same  time  se- 
cure delivery  by  a  certain  date  through  fixing  the  expiration  date 
of  the  credit.  The  amount  of  the  invoice  can  also  be  limited  by 
the  letter  of  credit.  By  obtaining  an  agreement  on  the  part  of 
the  issuing  bank  to  release  the  goods  to  him  upon  his  signing  a 
trust  receipt,  the  importer  is  enabled  to  secure  possession  of  the 
goods,  sell  them,  and  use  the  proceeds  of  the  sale  some  time  be- 
fore having  to  pay  his  bank  upon  maturity  of  the  draft. 

An  acceptance  letter  of  credit  is  often  a  satisfactory  com- 
promise between  the  exporter  who  wishes  to  draw  on  sight  and 
the  importer  who  wishes  to  pay  by  drafts  drawn  at  three  months' 
sight.  The  acceptance  credit  relieves  the  exporter  of  the  credit 
risk  and  gives  the  importer  the  same  use  of  his  money  as  under 
the  time  draft. 


CHAPTER  XXV 
CREDIT  POLICY 

Need  of  Credit. — All  business  houses  engaged  in  merchan- 
dising at  home  or  abroad  must  adopt  a  definite  credit  policy  on 
which  to  base  the  terms  of  payment  they  ask  from  their  cus- 
tomers. In  modern  industry  credit  is  a  necessity.  The  actual 
amount  of  currency  existent  is  insufficient  to  allow  for  cash  pay- 
ment by  seller  to  buyer  of  even  the  necessities  of  life,  and  the 
large  scale  of  present-day  commercial  transactions  would  be 
seriously  curtailed  without  the  extension  of  credit  whereby  the 
buyer  is  allowed  to  pay  for  the  goods  at  some  time  after  he 
receives  them.  Admitting  the  need  of  credit,  the  need  of  a 
safe  and  sane  credit  policy  is  obvious.  A  corporation  with  a 
capital  of  two  million  dollars  may  show  gross  sales  of  from  ten 
to  fifteen  million  dollars.  A  net  profit  of  10  per  cent  on  the 
capital  is  equal  to  2  per  cent  on  the  gross  sales  and  it  can  readily 
be  seen  that  a  few  bad  accounts  eat  heavily  into  the  profits  for 
the  year.  Such  losses  can  be  avoided  by  the  exercise  of  due 
caution  in  the  extension  of  credit.  The  machinery  of  our  bank- 
ing and  credit  systems  supplies  sufficient  information  to  enable 
the  seller  to  judge  intelligently  the  financial  status  and  the  in- 
tegrity of  his  individual  customers. 

There  can  be  no  doubt  in  any  one's  mind  that  the  future  of 
American  export  trade  depends  very  largely  upon  our  willing- 
ness and  ability  to  extend  to  our  foreign  customers  long  time 
credits.  The  war  has  wrought  such  havoc  in  Europe  that  it  will 
be  many  years  until  normal  business  conditions  prevail  there 
and  European  merchants  have  not  the  ready  cash  with  which  to 
pay  for  their  imports.  The  peculiar  character  of  South  Ameri- 
can and  Far  Eastern  markets  made  long  time  credits  necessary 
even  before  the  war.  Only  in  countries  which  are  highly  de- 
veloped commercially  can  payment  for  merchandise  be  made 
promptly.  Countries  whose  wealth  and  commercial  transactions 
depend  entirely  on  the  exportation  of  meat,  grain,  fruit,  coffee, 
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wool,  hides,  rubber  and  other  products  of  the  soil,  cann'ot  secure 
in  return  for  these  products  railway  and  power  equipment,  fuel, 
machinery,  and  other  manufactured  articles  necessary  for  the 
further  production  of  their  raw  materials,  without  securing  a 
very  liberal  extension  of  credit'  from  the  countries  in  which 
manufacturing  has  been  widely  developed.  Furthermore,  inter- 
est rates  in  South  America  and  the  Far  East  are  very  high, — 
frequently  in  the  neighborhood  of  12  per  cent.  If  an  im- 
porter is  allowed  to  pay  the  seller  6  per  cent  for  the  use  of  his 
money  instead  of  12  per  cent  to  his  local  bank,  a  great  saving 
is  effected.  Through  such  economies  in  the  cost  of  conducting 
his  business  the  importer  is  able  to  devote  a  greater  amount  of 
money  to  advertising  and  sales  campaigns,  and  so  absorb  a 
larger  quantity  of  merchandise. 

Considerations  Arising  in  the  Determination  of  a  Credit 
Policy. — There  are  several  considerations  in  the  formation  of 
a  credit  policy.  The  first  of  these  is  the  attitude  of  the  buyer. 
He  naturally  does  not  wish  to  pay  for  his  goods  until  compelled 
to.  He  therefore  buys  on  credit  whenever  possible  and  favors 
the  manufacturer  who  extends  a  liberal  line  of  credit.  This  in- 
clination should  not  cause  the  seller  to  become  careless  because  of 
his  anxiety  for  orders.  No  merchandise  should  be  shipped  on 
C.O.D.  or  credit  terms  until  a  thorough  investigation  has  been 
made  of  the  financial  worth  and  reputation  of  the  consignee  and 
until  the  shipper  is  assured  that  all  credit  risks  have  been 
eliminated.  This  does  not  mean  that  no  small  houses  are  worthy 
of  credit.  Many  manufacturers  feel  that  their  agencies  abroad 
are  not  safe  in  the  hands  of  a  concern  which  has  vast  interests 
and  may  therefore  slight  their  particular  products.  They  prefer 
small  houses  that  rely  entirely  upon  the  sale  of  very  few  products 
for  their  earnings.  Wealth,  ability  and  integrity  are  equally 
important  in  the  determination  of  a  credit  policy  and  each  case 
must  be  tested  on  its  own  merits. 

In  deciding  his  credit  policy  each  manufacturer  must  con- 
sider the  kind  of  product  which  he  is  producing.  If  there  is 
little  or  no  competition  in  his  particular  field,  he  can  of  course 
insist  upon  and  secure  with  little  difficulty  such  terms  and  prices 
as  he  may  desire.  A  liberal  credit  policy  is  always  to  be  recom- 
mended.    If,  however,  there  is  a  great   demand  for  a  certain 
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article  which  is  controlled  by  one  or  a  few  manufacturers,  there 
is  no  doubt  that  the  buyer  will  have  to  comply  with  the  credit 
requirements  of  the  seller. 

In  the  second  place  the  buyer  will  only  as  a  last  resort  agree 
to  pay  cash  or  to  accept  a  short  time  draft.  In  certain  instances 
a  buyer  cannot  secure  credit  and  finds  that  he  must  pay  cash 
for  his  requirements,  but  he  will  do  so  unwillingly  and  will  not 
devote  the  same  attention  to  such  imports  as  to  those  of  manu- 
facturers who  grant  him  credit.  As  a  sales  weapon  the  liberal 
extension  of  credit  is  very  effective. 

In  the  third  place  the  shipper  must  consider  the  credit  cus- 
toms in  each  particular  market.  The  different  markets  of  the 
world  have  had  established  customs  for  many  years  and  the  im- 
porters are  slow  to  change  their  practices  and  conform  to  the 
American  desire  for  cash.  In  the  Latin  American  countries  it  is 
not  unusual  for  our  English  and  German  competitors  to  draw 
on  their  customers  at  six-months'  sight,  but  the  more  usual  pro- 
cedure is  three-months'  sight.  Drafts  on  Australia  are  drawn  at 
30,  60  or  90  days'  sight,  but  many  Australian  houses  are  willing 
to  open  letters  of  credit  with  New  York  banks  and  do  not  regard 
this  practice  with  as  much  aversion  as  do  the  Latin  countries. 
Business  with  Japan  is  done  largely  on  a  letter  of  credit  basis. 
Business  with  Europe  has  been  financed  on  a  sight  letter  of 
credit  basis,  a  three-months'  letter  of  credit  basis,  a  sight  draft 
basis  or  three-months'  sight  draft  basis.  Exports  to  the  United 
States  from  the  Straits  Settlements,  the  Dutch  East  Indies  and 
India  are  usually  financed  on  the  basis  of  a  three-  or  four- 
months'  confirmed  letter  of  credit  opened  on  a  London  bank  or  on 
a  New  York  bank.  Imports  from  China  and  Japan  are  financed 
by  a  two-  or  three-months'  letter  of  credit  on  a  New  York  or 
London  bank.  Imports  from  European  countries  are  in  a  few  in- 
stances financed  by  means  of  the  open  account,  but  mostly  by  sight 
or  three-months'  letters  of  credit.  It  is  an  easy  matter  for  the  ex- 
porter and  importer  to  ascertain  the  particular  practice  in  vogue 
in  the  different  markets  of  the  world,  and  it  is  always  best  to  con- 
form with  the  long  established  customs  of  the  financial  world. 

Sources  of  Credit  Information. — It  is  not  difficult  for 
American  manufacturers  to  secure  with  little  or  no  delay  re- 
liable credit  information  about  houses  that  send  in  orders  for  the 
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first  time.  The  American  banking  houses  which  specialize  in 
foreign  trade  are  continually  revising  their  foreign  credit  files 
and  securing  data  on  all  of  the  import  houses  abroad.  The  Na- 
tional City  Bank,  Guaranty  Trust  Company,  First  National 
Bank  of  Boston,  National  Bank  of  Commerce  and  many  other 
financial  institutions  are  in  a  position  to  give  at  a  moment's 
notice  information  about  the  prospective  customer.  In  many  in- 
stances this  includes  a  statement  of  his  assets  and  liabilities,  but 
in  all  cases  it  gives  at  least  an  estimate  of  his  worth  and  some 
information  about  the  experience  others  have  had  with  him.  An 
American  manufacturer  may  of  course  write  direct  to  a  bank  in 
the  city  in  which  his  prospective  customer  is  located  and  many 
foreign  banks  will  reply  to  such  inquiries.  An  international 
money  order  covering  return  postage  and  the  small  fee  which  is 
charged  (about  twenty-five  cents)  should  always  be  included. 
If  the  exporter  does  not  know  what  the  fee  will  amount  to  he 
should  be  sure  to  remit  promptly  upon  receipt  of  the  memoran- 
dum which  accompanies  the  credit  information.  Most  foreign 
banks,  however,  prefer  to  have  credit  inquiries  addressed  to  them 
through  their  American  correspondents,  and  many  British  and 
Colonial  banks  will  send  word  to  that  effect  to  American  ex- 
porters who  ask  for  credit  information. 

Commercial  Agencies. — Recently  the  large  commercial 
agencies, — R.  G.  Dun  &  Co.  and  Bradstreet,  have  inaugurated 
foreign  departments  and  have  on  file  credit  reports  on  very 
many  foreign  houses.  To  one  of  their  domestic  customers  they 
charge  about  $3.00  per  report,  but  if  a  contract  is  made  for  50 
or  100  reports  this  charge  is  reduced.  If  a  report  is  not  avail- 
able, Bradstreet 's  and  Dun's  will  communicate  with  their 
foreign  agencies  promptly  and  send  the  exporter  a  statement  as 
soon  as  it  is  received.  These  statements  in  nearly  all  instances 
include  a  financial  statement  as  well  as  trade  opinions.  The 
many  commercial  and  industrial  associations  which  exist  in  the 
different  large  cities  of  the  United  States  have  also  taken  an 
active  interest  in  the  export  and  import  trade  of  the  United 
States  and  have  established  foreign  departments  which  make  a 
collection  of  credit  reports  of  foreign  houses.  The  National 
Association  of  Manufacturers,  the  American  Manufacturers'  Ex- 
port Association  and  many  specialized  trade  associations  supply 
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information  without  charge  to  their  members.  Foreign  trade 
publications  such  as  the  Philadelphia  Commercial  Museum  and 
the  American  Exporter  supply  their  advertisers  with  credit  in- 
formation without  cost.  To  non-subscribers  they  charge  a  mod- 
erate fee. 

National  Association  of  Credit  Men. — The  National  Asso- 
ciation of  Credit  Men  has  created  a  clearing  house  for  the  ex- 
change of  credit  information  on  foreign  customers,  similar  to 
that  which  has  been  in  existence  for  many  years  for  supplying 
merchants  with  information  about  their  domestic  customers. 
Each  subscriber  to  this  service  is  assigned  a  code  number  which 
is  known  only  to  himself  and  to  the  managers  of  the  bureau. 
The  exporter  sends  to  the  bureau  a  list  of  his  foreign  customers. 
No  credit  information  is  given  about  them.  The  list  includes 
only  the  names  and  addresses.  The  bureau  transfers  the  names 
and  addresses  to  individual  cards  which  also  bear  the  code  num- 
bers of  all  exporters  who  have  dealings  with  the  particular  im- 
porter. As  soon  as  the  entire  list  supplied  by  the  exporter  has 
been  transferred  to  cards,  it  is  returned  by  registered  mail  to 
prevent  the  possibility  of  its  falling  into  the  hands  of  a  com- 
petitor. The  files  of  the  bureau  are  kept  under  lock  and  key  and 
the  use  of  the  code  numbers  guarantees  the  exporter  the  secrecy 
of  his  list  of  customers.  When  an  exporter  asks  about  one  of 
the  foreign  accounts,  an  inquiry  is  sent  to  those  merchants  whose 
code  numbers  appear  on  the  card.  The  information  blanks  ask 
for  complete  data  about  the  experience  the  exporter  has  had 
with  his  customers.  When  replies  have  been  received  from  all 
whose  code  numbers  are  on  the  importer's  card,  a  statement  is 
compiled  containing  all  of  the  information  which  has  been  given. 
A  copy  of  the  report  is  sent  to  the  inquirer  and  to  all  who  have 
supplied  a  part  of  the  information. 

There  is  a  fee  of  $75.00  for  membership  in  the  bureau.  This 
charge  entitles  each  member  to  one  hundred  reports  a  year  ex- 
clusive of  those  that  are  sent  to  him  because  of  information  which 
he  has  given.  Additional  reports  are  obtainable  at  a  cost  of  75 
cents  each.  The  bureau  is  not  conducted  for  profit.  The  mem- 
bership fee  and  charge  for  reports  are  intended  to  pay  operating 
expenses. 

The  information  supplied  is  the  most  recent  available.     Ex- 
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porters  state  all  amounts  which  are  owing  to  them  by  the  im- 
porter at  the  time  of  replying  to  the  inquiry.    Furthermore,  the 
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Fig.  55.— Credit  Report  Showing  Ledger  Experiences  of  Exporters 

actual  experience  which  different  exporters  have  had  in  dealing 
with  an  importer  is  of  far  greater  value  in  determining  the 
amount  of  credit  to  be  extended  than  the  general  information 
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which  is  supplied  by  a  bank  or  commercial  credit  agency.  Ex- 
porters also  derive  value  from  learning  the  terms  under  which 
other    exporters   are   selling    the    prospective    customer.      If    a 
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Fig.  56. — Credit  Keport  Giving  General   Information 

shipper  learns  that  the  importer  is  accustomed  to  purchasing 
merchandise  under  a  letter  of  credit,  he  will  naturally  feel  free 
to  refuse  a  request  for  a  ninety  days'  sight  draft  and  will 
insist  upon  receiving  a  letter  of  credit.  The  amount  which  the 
importer  owes  to  other  exporters  shows  whether  or  not  a  further 
extension  of  credit  is  advisable  in  view  of  the  importer's  capital 
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rating.  Lastly,  the  exporter's  files  are  frequently  brought  up 
to  date  by  the  inquiry  of  another  member  of  the  bureau.  The 
Henry  Jones  Company  might  not  have  had  occasion  to  ask  for 
credit  information  on  Gomez  &  Company  for  some  time.  The 
fact  that  the  William  Smith  Company  wishes  information  about 
Gomez  &  Company  necessarily  brings  the  Jones  Company's  files 
up  to  date  because  the  latter  company  receives  a  copy  of  the 
report  sent  to  the  William  Smith  Company.  The  bureau  also 
issues  weekly  bulletins  about  financial  and  industrial  conditions 
in  the  different  principal  markets  of  the  world.  This  general  in- 
formation is  frequently  serviceable  to  exporters  in  guiding  them 
in  the  determination  of  a  credit  policy. 

Requests  for  References  when  Soliciting  Orders. — When  an 
American  manufacturer  solicits  business  abroad  by  writing  let- 
ters to  foreign  importers  who  are  likely  to  be  interested  in  his 
products  he  can  ask  for  trade  references.  The  wording  must 
be  tactful  and  perhaps  the  simplest  form  is  as  follows:  "As  we 
have  not  had  the  pleasure  of  doing  business  with  you  before  we 
should  greatly  appreciate  receiving  your  banking  and  trade  ref- 
erences. For  information  about  our  financial  standing  we  can 
refer  you  to "  In  giving  his  references  the  manufac- 
turer should  refer  only  to  importers  in  the  country  in  which  his 
prospective  customer  is  located.  If  he  has  not  done  business  with 
that  country  before  he  should  mention  only  his  bankers  and  the 
commercial  agencies.  If  a  foreign  house  writes  to  an  American 
manufacturer  in  reply  to  advertisements  in  one  of  the  many 
export  publications,  it  will  in  many  instances  give  references. 
Few  orders  accompany  the  first  letter,  and  when  the  manufac- 
turer replies  to  the  inquiry  and  gives  prices,  he  can  at  the  same 
time  send  out  an  inquiry  for  credit  information  through  his 
bank.  By  the  time  the  order  is  received  a  reply  about  the  cus- 
tomer will  also  be  at  hand. 

Traveling  Salesmen  as  a  Source  of  Credit  Information. — 
Many  American  manufacturers  have  traveling  salesmen  abroad 
and  rely  on  them  for  credit  information  about  their  customers. 
It  must  be  remembered  that  a  salesman's  chief  interest  is  in 
getting  orders,  and  many  are  not  able  to  give  an  unprejudiced 
opinion  about  the  worth  of  their  customers.  A  salesman,  how- 
ever, who  has  been  in  the  business  for  many  years  appreciates 
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fully  the  importance  of  having  no  bad  accounts  on  his  books  and 
can  nearly  always  be  trusted  to  give  an  unbiased  statement 
about  his  customers. 

U.  S.  Consuls  Not  a  Source  of  Credit  Information. — Ameri- 
can manufacturers  should  never  write  to  the  United  States  con- 
suls in  foreign  markets  for  credit  information  because  the  law 
does  not  permit  the  consuls  to  express  opinions  on  importers. 
In  many  European  countries  business  houses  are  compelled  to 
keep  accounts  and  in  many  countries  of  Europe  and  Latin  Amer- 
ica every  firm  or  corporation  must  be  registered,  much  after  the 
fashion  in  which  American  corporations  file  their  certificates  of 
incorporation  with  the  Secretary  of  the  State  of  incorporation. 
These  registrations  include  full  information  about  the  ownership 
of  the  business,  the  branch  offices  and  certain  information  about 
the  conduct  of  the  firm's  business.  It  is  therefore  an  easy  matter 
for  an  exporter  who  has  a  resident  salesman  in  a  foreign  country 
to  obtain  accurate  information  from  the  Government  files. 

Scope  of  Credit  Information. — As  a  rule  credit  information 
about  foreign  houses  is  not  as  detailed  as  that  which  we  receive 
about  our  domestic  customers.  Financial  statements  setting 
forth  the  assets  and  liabilities  of  a  concern  are  rarely  given 
and  should  not  be  asked  for,  as  in  the  Latin  and  Oriental  coun- 
tries such  a  request  is  very  offensive.  In  some  foreign  countries 
this  practice  has  come  into  vogue  but  such  cases  are  few  and  far 
between,  and  an  American  manufacturer  should  seldom,  if  ever, 
ask  for  a  statement.  The  reports  of  the  commercial  agencies  will 
always  have  a  financial  statement  from  houses  which  are  willing 
to  supply  them.  If  the  inquirer  does  not  find  a  balance  sheet  in 
such  reports  he  knows  that  the  importer  does  not  care  to  give  one. 

Foreign  banks  do  not  give  as  much  information  about  foreign 
importers  as  do  American  banks  about  domestic  concerns,  and 
they  accept  a  report  along  the  following  lines  as  satisfactory: 

"We  have   received  your  letter  of    date,   referring  to 

Jones  &  Company.  Sidney.  We  have  known  this  concern  for  many  years 
and  have  always  found  that  they  have  fulfilled  their  obligations.  Their 
financial  position  is  quite  sound  and  they  have  enjoyed  a  good  reputation." 

Such  a  report  would  be  considered,  for  example,  by  an  English- 
man, to  contain  sufficient  information  on  which  to  extend  a  lib- 
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eral  line  of  credit.  Many  reports  of  commercial  agencies  and 
foreign  banks  lay  a  great  deal  of  stress  on  the  business  principles 
of  the  importer  and  state  whether  or  not  he  is  accustomed  to 
making  unfounded  claims  and  whether  he  is  on  the  whole  a  hard 
customer  to  please.  It  is  always  necessary  to  take  into  consid- 
eration the  business  standards  of  the  country  in  which  the 
customer  is  located  and  the  political  and  commercial  conditions 
of  the  country.  One  of  the  great  objections  on  the  part  of  the 
American  exporter  to  extending  credit  to  Mexican  houses  is  the 
instability  of  the  Mexican  government.  Regardless  of  the  finan- 
cial standing  of  the  concern,  an  American  house  does  not  readily 
agree  to  selling  on  any  other  terms  than  a  confirmed  letter  of 
credit  with  an  American  bank.  The  same  feeling  does  not  pre- 
vail in  regard  to  Cuban  houses  because  it  is  well  known  that 
the  American  government  will  interfere  if  there  is  danger  of  a 
revolution. 

CREDIT  INSURANCE 

Recently  there  have  been  organized  in  the  United  States  for- 
eign credit  insurance  exchanges  which  are  operated  as  reciprocal 
mutual  companies  for  the  insuring  of  foreign  credits. 

Insurance  Against  Insolvency. — At  the  outset  it  must  be 
remembered  that  credit  insurance  covers  only  the  risk  of  in- 
solvency. Underwriters  define  the  term  insolvency  in  their  poli- 
cies and  the  exporter  therefore  knows  the  risks  against  which  he 
is  insured.  The  policy  issued  by  one  of  the  underwriters  states 
that  the  debtor  is  to  be  considered  insolvent  when : 

a.  A  petition  in  bankruptcy  or  insolvency  (voluntary  or  involuntary) 
shall  have  been  filed  in  good  faith  against  the  debtor  according  to  the 
laws  of  the  country  in  which  the  debtor  resides  or  has  his  business 
establishment. 

b.  The  debtor  shall  have  made  an  assignment  of  his  assets  for  the  benefit 
of  his  creditors. 

c.  The  debtor's  stock  in  trade  shall  have  been  sold  under  a  writ  of  execu- 
tion or  attachment. 

d.  A  writ  of  execution  or  attachment  in  the  jurisdiction  where  the  prin- 
cipal place  of  business  of  the  debtor  is  located,  in  favor  of  the  Sub- 
scriber or  any  other  creditor,  shall  have  been  returned  unsatisfied. 

e.  The  debtor  shall  have  compromised  with  his  creditors  for  less  than  the 
amount  of  his  indebtedness  to  them. 
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A  receiver  for  the  debtor  shall  have  been  appointed  and  confirmed. 

The  debtor  shall  have  absconded. 

The  debtor  shall  have  transferred  or  sold  in  bulk  his  stock  in  trade, 

without  having  made  due  and  proper  provision  for   full  settlement  of 

his  indebtedness. 

A    foreign   or    international    bank,    which   has   been   designated   by   the 

assured,    becomes    insolvent   while    holding   funds    of    foreign    debtor    in 

process  of  collection  for  merchandise  insured  under  this  policy. 


actuai.  rate  i-i/8*  Foreign  Credit  Insurance  Certificate 


Exchange 


NtGOTiABu  Specific  Shipment  of  Merchandise 

ISSUED  AT  yy 

American  Manufacturers  foreign  Credit  InsuranoAExci 

CHICAGO.   ILLINOIS  \? 

In  consideration  of  I56-10 premium  paid,  the  receipt  of  which  Is  hneby  acknowledge;  credit  Insurance  In  the 

sumof  Four  Thousand  Mine  Hundred  and  Eighty  Seven  20/10Q^\\^ ,^4, 987.20  ) 


Is  hereby  granted  upon  the  following  nominated  and  described  shipment: 


Name  of  Consignee     A     B-    Gonzalez  y    Cl 
Address Havana.    Cuba 


Cross  Amount  of  Sale  %  4,98''.20- 


Date   of  Involre  7/25/21       in<llranr.  bjgin, 

h  is  understood  and  agreed  that  the  Instance  h 
bodied  in  Master  Policy  No  1°41 


-Ml 


Lamparilla  47 


Terms  of  Sale  60  day3   "eht  draft  D/A 


Insurance   ends 


October  25,    1921 


(Plus  Orace) 


Fed  is  a  part  of  and    subject  to  all  the  terms  and  conditions 
Issued  io  John  Doe  &  Company 


and  in  case  of  loss  hereunder,  such  loss  Is  pa^ 
liability  under  this  certificate 
This  certificate  represe^ 
purpose  of  collecting  any  loss 
Accepted  and  approved  by: 


ned  Endorser  and  when  so  paid,  all 


ipon  the  surrender  of  certificate  by  last  i 
d  Master \>ficy  Is  fully  discharged. 

takes  the  place  of  the  policy  and  conveys  all  the  rights  of  the  original  policy  holder  (for  the 
Im)  as  fully  as  If  the  loss  were  covered  by  a  special  policy  direct  to  the  holder  of  this  certificate. 
ERICAN    MANUFACTURERS   FOREIGN  CREDIT  INSURANCE  EXCHANGE 

By  American  Manufacturers  Foreign  Credit  Underwriters.  Inc. 
Manager  and  Attorney-in-Fact. 


ilLday  ol  August 


Fig.  57. — Certificate  of  Credit  Insurance 

j.  A  claim  on  account  of  goods  sold  and  delivered  to  debtor  shall  be 
reported  "not  collectible  by  law"  and  such  report  shall  have  been  veri- 
fied in  accordance  with  proof  of  loss  hereinafter  set  forth  or  a  certificate 
shall  have  been  obtained  from  the  advisory  counsel  of  the  Exchange. 

k.  The  Exchange  receives  substantial  information,  as  hereinafter  defined 
under  proof  of  loss,  of  an  act  of  insolvency  or  any  other  act  not  herein 
enumerated  committed  by  the  foreign  debtor  which  impairs  the  debtor's 
ability  to  make  payment. 

Note:  Moratorium  declared  by  any  foreign  government  shall  suspend  but 
not  release  the  liability  of  the  Exchange.  There  shall  be  no  additional 
premium  charge  during  the  interim  of  moratorium. 


Credit  Guides. — One  of  the  most  important  services  which 
the  exchange  renders  is  the  publication  of  a  credit  guide  which 
contains  a  rating  of  importers  in  the  different  countries  of  the 
world.     Foreign  markets  are  divided  into  different  zones  and  a 
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credit  guide  is  issued  for  each  zone.  The  credit  rating  indicates 
the  basic  premium  rate  charged  for  insuring  shipments  to  the 
importer.  This  rate  applies  to  all  sight  drafts  or  time  drafts 
with  a  maturity  of  not  more  than  60  days  from  sight.  For 
each  additional  30  days  an  additional  premium  of  %  per  cent 
is  charged.  The  basic  rate  varies  with  the  credit  standing  of 
the  importer.  Furthermore,  if  insufficient  credit  information 
has  been  obtained  by  the  underwriters  or  if  the  information 
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Showing  How  Ledger  Record  of  Exchange  Will  Automatically  Eliminate  Bid  Practice* 
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Fig.  58. — Ledger   Experiences   Showing  Practices   of   Importers 

available  is  of  a  doubtful  nature,  no  rating  is  given.  The  ac- 
count is  marked  with  an  X  so  that  the  exporter  knows  that  he 
should  send  for  a  detailed  report  before  confirming  the  sale.  On 
all  drafts  30  days'  grace  is  allowed,  i.e.,  on  a  60-day  sight  draft 
the  insurance  is  valid  up  to  90  days  without  extra  charge.  All 
policies  can  be  renewed  for  an  additional  period  of  time,  upon 
the  payment  of  an  extra  premium.  In  addition  to  basing  their 
credit  ratings  on  bank  reports  and  financial  statements,  the 
credit  underwriters  secure  reports  showing  actual  business  trans- 
actions between  exporters  and  importers.  These  supplement  the 
usual  source  of  credit  information  and  serve  as  an  additional 
check.  The  exchanges  constantly  revise  their  files  so  that  ex- 
porters are  assured  of  up  to  date  information. 
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Cost  of  Insurance. — The  exchanges  are  not  run  for  profit. 
There  is  a  membership  fee  which  entitles  members  to  the  credit 
information  service  and  to  the  right  of  insuring  individual  ship- 
ments. All  shipments  need  not  be  insured.  At  the  time  of 
applying  for  the  policy  the  exporter  states  the  approximate 
volume  of  business  which  he  intends  to  insure  during  the  year. 
A  premium  deposit  of  $50.00  is  required  upon  joining  the  ex- 
change. The  premiums  on  shipments  are  charged  against  this 
deposit.  AVhen  the  premiums  run  in  excess  of  the  premium 
deposit  additional  invoices  are  sent  to  the  exporter  for  prem- 
iums due.  At  the  end  of  the  year  the  premiums  paid  are  ad- 
justed with  the  exporter.  If  the  exchange  suffers  heavy  losses 
the  exporter  may  be  called  upon  for  a  further  assessment.  This 
is  strictly  limited  to  an  amount  equal  to  the  premiums  already 
paid.  As  the  exchange  frequently  reinsures  shipments  with 
other  underwriters  the  possibility  of  a  loss  is  reduced  to  a 
minimum.  If  the  exchange  has  made  a  profit  each  member  has 
an  equity  in  the  surplus  in  proportion  to  the  amount  of  the 
premiums  paid.  This  equity  is  either  refunded  or  placed  in  a 
surplus  fund.  The  Advisory  Board  governing  the  exchange  is 
composed  of  members  elected  from  the  entire  membership.  This 
board  determines  the  disposition  of  the  profits. 
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APPENDIX 
I 

THE  EMERGENCY  TARIFF 

The  Underwood  Tariff  of  1913  did  not  contain  any  pro- 
visions against  the  "dumping"  of  foreign  merchandise  in  the 
United  States.  In  1916  special  legislation  provided  for  punish- 
ment by  fine  or  imprisonment  or  both  for  those  who  were  guilty 
of  offering  imported  merchandise  in  domestic  markets  at  a  price 
lower  than  the  wholesale  market  value  abroad. 

The  heavy  decline  in  foreign  exchange  which  took  place  in 
1919  and  1920  enabled  foreign  manufacturers  to  undersell  the 
domestic  manufacturers  in  the  United  States.  Furthermore, 
foreign  manufacturers  were  badly  in  need  of  business  and  the 
American  manufacturers  felt  that  merchandise  manufactured 
abroad  was  being  offered  in  the  American  market  at  a  price 
lower  than  that  at  which  the  same  goods  were  being  sold  abroad. 
In  order  to  prevent  "dumping"  and  thereby  to  protect  Ameri- 
can industry,  Congress  passed  the  Emergency  Tariff  Act,  which 
was  approved  on  May  27,  1921.  Certain  clauses  of  the  Emer- 
gency Tariff  Act  provided  a  new  basis  for  the  assessment  of 
duties. 

Whenever  the  Appraiser  has  reason  to  believe  that  merchan- 
dise purchased  abroad  is  being  offered  at  a  price  lower  than  the 
wholesale  foreign  market  value  he  is  instructed  to  send  a  report 
of  his  findings  to  the  Secretary  of  the  Treasury.  If,  after  a 
thorough  investigation,  the  Secretary  of  the  Treasury  concludes 
that  the  price  which  the  Importer  has  paid  for  his  material  is 
lower  than  the  wholesale  market  value  abroad,  he  is  authorized 
to  collect,  in  addition  to  the  ordinary  duties,  a  special  "dump- 
ing" duty  equal  to  the  difference  between  the  price  paid  for  the 
imported  material  and  the  foreign  market  value. 

This  Act  also  defines  different  types  of  values  which  are  used 
in   determining  whether   or  not    foreign   merchandise   is   being 
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"dumped"  in  American  markets.  These  values  are  known  as 
the  "purchase  price"  and  the  "exporters  sales  price."  They 
are  the  price  at  which  the  foreign  exporter  sells  his  merchandise 
or  which  the  American  importer  pays  for  his  merchandise  f.o.b. 
point  of  origin.  There  are  certain  dutiable  and  non-dutiable 
charges  which  are  added  to  and  subtracted  from  the  base  price 
in  order  to  determine  the  dutiable  value.  These  charges  are 
similar  to  those  listed  in  the  Tariff  of  1913. 

The  Act  also  provides  that  merchandise  dutiable  on  an  ad 
valorem  basis  pays  the  duty  on  either  the  "foreign  market 
value"  or  the  "export  value."  The  "foreign  market  value"  is 
the  same  as  that  defined  in  the  Tariff  of  1913.  The  "export 
value"  is  the  price  at  which  similar  merchandise  is  being  of- 
fered for  sale  to  foreign  markets  in  the  country  of  origin.  Duty 
is  assessed  on  the  greater  of  these  two  values. 

If  it  is  established  to  the  satisfaction  of  the  Appraiser  that 
the  difference  between  the  "exporters  sales  price"  or  the  "pur- 
chase price"  and  the  "wholesale  foreign  market  value"  or  the 
"export  value"  is  due  to  the  fact  that  greater  quantities  of 
merchandise  are  being  sold  for  export  than  for  domestic  con- 
sumption he  may  take  this  into  consideration  when  assessing  the 
"anti-dumping"  duty  and  may  accordingly  charge  a  lesser 
amount  than  if  there  were  no  ameliorating  circumstances.  If 
the  importer  is  dissatisfied  with  the  assessment  of  an  "anti- 
dumping" duty  he  is  permitted  to  appeal  for  reappraisement  in 
compliance  with  the  regulations  in  force  prior  to  the  passage  of 
this  Act. 

When  the  Emergency  Tariff  came  into  effect  it  was  to  stay 
in  force  for  a  period  of  six  months.  Since  then  Congress  has 
extended  the  law  to  continue  in  effect  until  the  passage  of  the 
Tariff  Act  now  before  the  Senate  and  the  House  of  Represen- 
tatives. 


II 

THE    HAGUE    RULES,    1921.    AND    THE    SHIPPING    BOARD    BILL 
OF  LADING 

As  has  been  stated  in  the  chapter  on  the  ocean  bill  of  lading, 
great  dissatisfaction  has  been  expressed  about  many  of  the 
clauses  included  by  the  steamship  companies  in  their  ocean  bills 
of  lading.  National  and  regional  conferences  have  frequently 
been  held  in  an  attempt  to  modify  the  form  of  ocean  bill  of 
lading  in  order  to  make  it  more  equitable  for  shippers  and  in- 
surance underwriters.  In  1921  an  international  conference  was 
held  at  the  Hague.  Representatives  of  shipping  interests 
throughout  the  entire  world  attended  this  conference.  Certain 
rules  and  regulations  were  adopted.  Steamship  companies  were 
urged  to  alter  their  bills  of  lading  to  conform  with  the  changes 
suggested  by  the  Hague  conference.  In  some  instances  this  has 
been  done,  but  in  the  opinion  of  many  the  Hague  rules  do  not 
succeed  in  establishing  an  ocean  bill  of  lading  which  will  do  away 
with  the  objections  raised  in  the  past. 

The  United  States  Shipping  Board  also  turned  its  attention 
to  the  solution  of  this  problem.  Recently  a  new  form  of  bill  of 
lading  was  issued  which  is  to  be  adopted  by  all  steamers  under 
the  control  of  the  Shipping  Board.  This  bill  of  lading  includes 
in  part  some  of  the  changes  suggested  by  the  Hague  conference, 
but  it  does  not  eliminate  many  of  the  clauses  to  which  under- 
writers and  shippers  object.  It  is  likely  that  there  will  be  con- 
tinued discussion  about  the  ocean  bill  of  lading  in  a  further 
attempt  to  make  it  more  equitable.  A  brief  summary  and  dis- 
cussion of  the  more  important  clauses  considered  by  both  the 
Hague  conference  and  the  Shipping  Board  will  be  of  value  in 
following  the  progress  made  in  the  improvement  of  the  bill  of 
lading. 

Deviation  Clause. — Neither  the  Hague  conference  nor  the 
Shipping  Board  have  eliminated  from  the  bill  of  lading  the 
clause  which  permits  steamers  to  deviate  from  their  intended 
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voyages  and  to  call  at  other  ports  without  giving  notice  to 
shippers. 

Received  for  Shipment  Bills  of  Lading. — These  are  still 
allowed. 

Shippers'  W eights  and  Measurements. — Both  the  Hague  con- 
ference and  the  Shipping  Board  failed  to  eliminate  the  clause 
stating  that  the  bill  of  lading  is  based  on  the  weights  and  meas- 
urements supplied  by  tbe  shipper.  The  steamship  clerks  check 
up  the  measurements  but  do  not  check  the  weights.  This  item 
in  particular  was  one  which  created  a  great  deal  of  discussion 
in  the  Hague  conference.  The  failure  of  the  conference  to  pro- 
vide that  the  steamship  companies  should  check  the  weights  as 
well  as  the  measurements  is  one  of  the  principal  causes  of  ob- 
jection to  its  rules. 

Limitation  of  Value. — The  Hague  conference  raised  the  value 
per  package  to  £100  Sterling.  The  Shipping  Board  bill  of  lad- 
ing has  raised  the  value  from  $100  to  $250.  In  its  statement 
announcing  the  new  form  of  bill  of  lading  the  Shipping  Board 
expresses  the  opinion  that  a  value  of  $250  per  package  will  cover 
90  per  cent  of  all  commodities  carried. 

Theft  and  Pilferage. — The  Shipping  Board  bill  of  lading 
eliminates  all  reference  to  theft  and  pilferage  and  thereby  tends 
to  place  responsibility  on  the  carrier. 

Subrogation. — The  Shipping  Board  bill  of  lading  likewise 
eliminates  the  clause  subrogating  to  the  carrier  any  insurance 
which  is  collected  for  damage,  the  responsibility  of  which  lies 
with  the  steamer. 

Claims. — The  Shipping  Board  bill  of  lading  allows  the  im- 
porter a  period  of  thirty  days  within  which  to  file  a  claim  for 
damage  against  the  steamer.  It  furthermore  provides  that  no- 
tice of  claim  must  be  filed  before  the  merchandise  is  removed 
from  dock.  This  does  not  take  into  consideration  the  fact  that 
damage  is  frequently  not  discovered  until  after  the  merchandise 
has  been  moved  from  dock.  This  is  true  of  a  commodity  such  as 
burlap.  A  bale  of  burlap  can  be  damaged  by  water  but  will  dry 
out  so  that  there  is  no  external  evidence  of  the  damage.  As  a 
result  the  damage  will  not  be  discovered  until  the  bale  is 
opened  in  the  warehouse  or  factory  of  the  importer. 

The    Hague    conference    considered    many    other    points    of 
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greater  or  lesser  importance  which  cannot  be  included  in  a 
brief  summary  of  its  rules  and  regulations.  The  shipper  who 
wishes  to  protect  his  interests  to  the  fullest  extent  is  therefore 
advised  to  secure  a  copy  of  the  Hague  rules  from  the  Bureau  of 
Foreign  &  Domestic  Commerce  at  Washington. 


Ill 

TENTATIVE  FORMS  OF  FOREIGN  CREDIT  INSTRUMENTS 
PROPOSED  BY  THE   COMMERCIAL  CREDIT  CONFERENCE. 

Form  1. — Application  for  Commercial  Letter  of  Credit. 

Date   

(opening    bank) 


(address) 
Dear  Sirs: 

I                                                              ,  ,             .,  ,       cable  irrevocable  let- 

We  hereby  request  you  to  open  and  transmit  by  maU    an  authority 

— upon  the  following  terms  and  conditions: 

to  pay 

in  favor  of    

(beneficiary) 

for  a  sum  or  sums  not  exceeding  a  total  of  

(amount  in  words) 

available  by  drafts  on   (if  on  applicant,  without  recourse) 

at    * 

(tenor  of  drafts) 
if  accompanied  by  the  following  documents: 

Full  set  of  negotiable  ocean  bills  of  lading  made  out  to  the 

order  of    Bank. 

(opening    bank) 
Cross  out       Commercial  invoice 
documents       Consular  invoice 

not  Marine  insurance  policy  or  certificate 

required.        War  risk  insurance  policy  or  certificate 

Certificate  of    

Certificate  of    


evidencing  shipment  from   

to  of  invoice  cost  of  

IU^  (name  of  vessel) 
C.I.F. 

F.A.S.  

(property)  (place) 

F.O.B.  (vessel) 

insurance  to  be  effect  by  — 7-  under  blanket  policy  No 


Marine  us 

issued   by    

(name  of  insurance  company '1 

This  credit  is    (not)   to  be  confirmed  by  a  correspondent  bank. 

Drafts    must   be    drawn    and    presented,    or    negotiated,    not    later    than 


(expiration  date) 

tJ     herebv   agree  to   sign,   and  deliver  to  vou.   an   agreement   for   such 
We  *      ° 

credit,  in  the  form  now  used  by  you,  the  provisions  of  which  are  agreed 

'  294 


PROPOSED  CREDIT  INSTRUMENTS  295 


to  as  defining  your  rights  and obligations.    Each  of  the  provisions  on 

the  back  hereof,  except  so  far  as  otherwise  expressly  stated,  is  to  be  incor- 
porated as  part  of  the  credit. 

Yours  very  truly 


Form  2. — Commercial  Letter  of  Credit  Agreement. 

Dear  Sirs: 

In    consideration    of    your    opening,    at    our    request,    your    Commercial 

Letter  of   Credit  Xo ,    (herein   called  "the   Credit")    the   terms   of 

which  appear  on  the  reverse  side  hereof,  and  are  hereby  approved  by  us, 
we  hereby  agree  as  follows : 

1.  As  to  drafts  or  acceptances  under  or  purporting  to  be  under  the 
Credit,  which  are  payable  in  United  States  currency,  we  agree:  (a)  in 
the  case  of  each  sight  draft,  to  reimburse  you  at  your  (New  York)  office, 
on  demand,  in  United  States  gold  coin,  the  amount  paid  on  such  draft; 
or  if  so  demanded  by  you  to  pay  you  at  your  office  in  advance  in  such  coin 
the  amount  required  to  pay  such  draft;  and  (b)  in  the  case  of  each  accept- 
ance, to  pay  to  you,  at  your  (Xew  York)  office,  in  United  States  gold  coin, 
the  amount  thereof,  on  demand  but  not  later  than  one  day  prior  to 
maturity,  or,  in  case  the  acceptance  is  not  payable  at  your  (New  York) 
office,  then  on  demand,  but  in  any  event  in  time  to  reach  the  place  of  pay- 
ment in  the  course  of  the  mails  not  later  than  one  business  day  prior  to 
maturity. 

2.  As  to  drafts  or  acceptances  under  or  purporting  to  be  under  the 
Credit,  which  are  payable  in  currency  other  than  United  States  currency, 
we  agree:  (a)  in  the  case  of  each  sight  draft,  to  reimburse  you,  at  your 
(New  York)  office,  on  demand,  the  equivalent  of  the  amount  paid,  in 
United  States  gold  coin  at  the  rate  of  exchange  then  current  in  (New 
York)  for  cable  transfers  to  the  place  of  payment  in  the  currency  in  which 
such  draft  is  drawn;  and  (b)  in  the  case  of  each  acceptance,  to  furnish 
you,  at  your  (New  York)  office,  on  demand,  but  in  any  event  in  time  to 
reach  the  place  of  payment  in  the  course  of  the  mails  not  later  than  one 
business  day  prior  to  maturity,  with  first  class  bankers'  demand  bills  of 
exchange  to  be  approved  by  you  for  the  amount  of  acceptance,  payable  in 
the  currency  of  the  acceptance  and  bearing  our  endorsement,  or,  if  you  so 
request,  to  pay  to  you,  at  your  (New  York)  office,  on  demand,  the  equiva- 
lent of  the  acceptance  in  United  States  gold  coin  at  the  rate  of  exchange 
then  current  in  (New  York)  for  cable  transfers  to  the  place  of  payment 
in  the  currency  in  which  the  acceptance  is  payable. 

3.  We  also  agree  to  pay  to  you,  on  demand,  a  commission  at  the  rate 

of    per   cent,    (  % )    on  such   part  of   the   Credit  as  may  be 

used,  and,  in  any  event,  a  minimum  commission  of    per  cent,  of 

the  amount  of  the  Credit,  and  all  charges  and  expenses  paid  or  incurred  by 
you  in  connection  therewith,  and  interest  where  chargeable. 
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4.  We  hereby  recognize  and  admit  your  ownership  in  and  unqualified 
right  to  the  possession  and  disposal  of  all  property  shipped  under  or  pur- 
suant to  or  in  connection  with  the  Credit  or  in  any  way  relative  thereto 
or  to  the  drafts  drawn  thereunder,  whether  or  not  released  to  us  on  trust 
or  bailee  receipt,  and  also  in  and  to  all  shipping  documents,  warehouse 
receipts,  policies  or  certificates  of  insurance  and  other  documents  accom- 
panying or  relative  to  drafts  drawn  under  the  Credit,  and  in  and  to  the 
proceeds  of  each  and  all  of  the  foregoing,  until  such  time  as  all  the  obliga- 
tions and  liabilities  of  us  or  any  of  us  to  you  at  any  time  existing  under  or 
with  reference  to  the  Credit  or  this  agreement  or  any  other  credit  or  any 
other  obligation  or  liability  to  you  have  been  fully  paid  and  discharged,  all 
as  security  for  such  obligations  and  liabilities:  and  that  all  or  any  of 
such  property  and  documents,  and  the  proceeds  of  any  thereof,  coming 
into  the  possession  of  you  or  any  of  your  correspondents,  may  be  held 
and  disposed  of  by  you  as  hereinafter  provided:  and  the  receipt  by  you, 
or  any  of  your  correspondents,  at  any  time  of  other  security,  of  whatso- 
ever nature,  including  cash,  shall  not  be  deemed  a  waiver  of  any  of  your 
rights  or  powers  herein  recognized. 

5.  Except  in  so  far  as  instructions  have  been  heretofore  given  by  us  in 
writing  expressly  to  the  contrary,  we  agree  that  you  and  any  of  your  corre- 
spondents may  receive  and  accept  as  ''bills  of  lading"  under  the  Credit,  any 
documents  issued  or  purporting  to  be  issued  by  or  on  behalf  of  any  car- 
rier which  acknowledge  receipt  of  property  for  transportation,  whatever 
the  specific  provisions  of  such  documents,  and  that  the  date  of  each  such 
document  shall  be  deemed  the  date  of  shipment  of  the  property  mentioned 
therein ;  and  that  you  may  receive  and  accept  as  documents  of  insurance 
either  insurance  policies  or  insurance  certificates. 

6.  Except  in  so  far  as  instructions  have  been  heretofore  given  by  us  in 
writing  expressly  to  the  contrary,  we  agree  that  part  shipments  may  be 
made  under  the  Credit  and  you  may  honor  the  relative  drafts;  and  that  if 
the  Credit  specifies  shipments  in  instalments  within  stated  periods,  and  the 
shipper  fails  to  ship  in  any  designated  period,  shipments  of  subsequent 
instalments  may  nevertheless  be  made  in  their  respective  designated  periods 
and  you  may  honor  the  relative  drafts. 

7.  We  agree  that  in  the  event  of  any  extension  of  the  maturity  or  time 
for  presentation  of  drafts,  acceptances  or  documents,  or  any  other  modi- 
fication of  the  terms  of  the  Credit,  at  the  request  of  any  of  us,  with  or 
without  notification  to  the  others,  or  in  the  event  of  any  increase  in  the 
amount  of  the  Credit  at  our  request,  this  agreement  shall  be  binding 
upon  us  with  regard  to  the  Credit  so  increased  or  otherwise  modified,  to 
drafts,  documents  and  property  covered  thereby,  and  to  any  action  taken 
by  you  or  any  of  your  correspondents  in  accordance  with  such  extension, 
increase,  or  other  modification. 

8.  The  users  of  the  Credit  shall  be  deemed  our  agents  and  we  assume 
all  risks  of  their  acts  or  omissions.  Neither  you  nor  your  correspondents 
shall  be  responsible:   for  the  existence,  character,  quality,  quantity,  condi- 
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tion,  packing,  value,  or  delivery  of  the  property  purporting  to  be  repre- 
sented by  documents;  for  any  difference  in  character,  quality,  quantity, 
condition,  or  value  of  the  property  from  that  expressed  in  documents;  for 
the  validity,  sufficiency,  or  genuineness  of  documents,  even  if  such  docu- 
ments should  in  fact  prove  to  be  in  any  or  all  respects  invalid,  insufficient, 
fraudulent  or  forged;  for  the  time,  place,  manner,  or  order  in  which  ship- 
ment is  made;  for  partial  or  incomplete  shipment,  or  failure  or  omission 
to  ship  any  or  all  of  the  property  referred  to  in  the  Credit;  for  the  char- 
acter, adequacy,  validity,  or  genuineness  of  any  insurance;  for  the  solvency 
or  responsibility  of  any  insurer,  or  for  any  other  risk  connected  with  in- 
surance; for  any  deviation  from  instructions,  delay,  default  or  fraud  by 
the  shipper  or  anyone  else  in  connection  with  the  property  or  the  shipping 
thereof;  for  the  solvency,  responsibility  or  relationship  to  the  property  of 
any  party  issuing  any  documents  in  connection  with  the  property;  for 
delay  in  arrival  or  failure  to  arrive  of  either  the  property  or  any  of  the 
documents  relating  thereto;  for  delay  in  giving  or  failure  to  give  notice 
of  arrival  or  any  other  notice;  for  any  breach  of  contract  between  the 
shippers  or  venders  and  ourselves  or  any  of  us;  for  failure  of  any  draft 
to  bear  any  reference  or  adequate  reference  to  the  Credit,  or  failure  of 
documents  to  accompany  any  draft  at  negotiation,  or  failure  of  any  person 
to  note  the  amount  of  any  draft  on  the  reverse  of  the  Credit  or  to  surrender 
or  take  up  the  Credit  or  to  send  forward  documents  apart  from  drafts  as 
required  by  the  terms  of  the  Credit;  each  of  which  provisions  if  contained 
in  the  Credit  itself  it  is  agreed  may  be  waived  by  you  or  for  errors,  omis- 
sions, interruptions  or  delays  in  transmission  or  delivery  of  any  messages, 
by  mail,  cable,  telegraph,  wireless  or  otherwise,  whether  or  not  they  be 
in  cipher:  nor  shall  you  be  responsible  for  any  error,  neglect,  or  default 
of  any  of  your  correspondents;  and  none  of  the  above  shall  affect,  impair, 
or  prevent  the  vesting  of  any  of  your  rights  or  powers  hereunder.  In 
furtherance  and  extension  and  not  in  limitation  of  the  specific  provisions 
hereinbefore  set  forth,  we  agree  that  any  action  taken  by  you  or  by  any 
correspondent  of  yours  under  or  in  connection  with  the  Credit  or  the 
relative  drafts,  documents  or  property,  if  taken  in  good  faith,  shall  be 
binding  on  us  and  shall  not  put  you  or  your  correspondent  under  any 
resulting  liability  to  us;  and  we  make  like  agreement  as  to  any  inaction 
or  omission,  unless  in  breach  of  good  faith. 

9.  We  agree  to  procure  promptly  any  necessary  import  and  export  or 
other  licenses  for  the  import  or  export  or  shipping  of  the  property  and 
to  comply  with  all  foreign  and  domestic  governmental  regulations  in  re- 
gard to  the  shipment  of  the  property  or  the  financing  thereof,  and  to 
furnish  such  certificates  in  that  respect  as  you  may  at  any  time  require, 
and  to  keep  the  property  adequately  covered  by  insurance  satisfactory  to 
you,  in  companies  satisfactory  to  you,  and  to  assign  the  policies  or  certifi- 
cates of  insurance  to  you,  or  to  make  the  loss  or  adjustment,  if  any,  pay- 
able to  you,  at  your  option;  and  to  furnish  you  if  demanded  with  evidence 
of  acceptance  by  the  insurers  of  such  assignment. 


298  EXPORTING  AND  IMPORTING 

10.  Each  of  us  agrees  at  any  time  and  from  time  to  time,  on  demand, 
to  deliver,  convey,  transfer,  or  assign  to  you,  as  security  for  any  and  all 
of  his  and/or  our  obligations  and  liabilities  hereunder,  and  also  for  any 
and  all  other  obligations  and  liabilities,  absolute  or  contingent,  due  or  to 
become  due,  which  are  now  or  may  at  any  time  hereafter  be  owing  by  him 
or  us  to  you,  additional  security  of  a  value  and  character  satisfactory  to 
you,  or  to  make  such  cash  payment  as  you  may  require.  Each  of  us  agrees 
that  all  property  belonging  to  him,  or  us,  or  in  which  he  or  we  may  have 
an  interest,  of  every  name  and  nature  whatsoever,  now  or  at  any  time 
hereafter  delivered,  conveyed,  transferred,  assigned,  or  paid  to  you,  or 
coming  into  your  possession  or  into  the  possession  of  anyone  for  you  in 
any  manner  whatsoever,  whether  expressly  as  security  for  any  of  the 
obligations  or  liabilities  by  him  or  us  to  you,  or  for  safekeeping  or  other- 
wise, including  any  items  received  for  collection  or  transmission  and  the 
proceeds  thereof,  whether  or  not  such  property  is  in  whole  or  in  part 
released  to  us  on  trust  or  bailee  receipt,  are  hereby  made  security  for  each 
and  all  such  obligations  and  liabilities.  Each  of  us  agrees  that  upon  his 
or  our  failure  at  all  times  to  keep  a  margin  of  security  with  you  satis- 
factory to  you,  or  upon  the  making  by  him  or  us  of  any  assignment  for 
the  benefit  of  creditors,  or  upon  the  filing  of  any  voluntary  or  involuntary 
petition  in  bankruptcy  by  or  against  him  or  us,  or  upon  any  application 
for  the  appointment  of  a  receiver  of  any  of  his  or  our  property,  or  upon  any 
act  of  bankruptcy  or  state  of  insolvency  of  him  or  us,  all  of  such  obliga- 
tions and  liabilities  shall  become  and  be  immediately  due  and  payable  with- 
out demand  or  notice,  notwithstanding  any  credit  or  time  allowed  to  him  or 
us,  or  any  instrument  evidencing  any  such  obligations  or  liabilities  or 
otherwise;  and  each  of  us,  as  to  property  in  which  he  may  have  any  interest, 
and  all  of  us,  as  to  property  in  which  we  may  have  any  interest,  expressly 
authorize  you  in  any  such  event,  or  upon  his  or  our  failure  to  pay  any 
of  such  obligations  or  liabilities  when  it  or  they  shall  become  or  be  made 
due,  to  sell  immediately,  without  demand  for  payment,  without  advertise- 
ment and  without  notice  to  us,  or  any  of  us,  all  of  which  are  hereby 
expressly  waived,  any  and  all  such  property,  arrived  or  to  arrive,  at  pri- 
vate sale  or  at  public  auction  or  at  brokers'  board  or  otherwise,  at 
your  option,  in  such  parcel  or  parcels  and  at  such  time  or  times  and  at 
such  place  or  places  and  for  such  price  or  prices  and  upon  such  terms 
and  conditions  as  you  may  deem  proper,  and  to  apply  the  net  proceeds 
of  such  sale  or  sales,  together  with  any  balance  of  deposits  and  any  sums 
credit  by  or  due  from  you  to  him  or  us  in  general  account  or  otherwise, 
to  the  payment  of  any  and  all  of  his  and/or  our  obligations  or  liabilities 
to  you  however  arising.  If  any  such  sale  be  at  brokers'  board  or  at  public 
auction  you  may  yourself  be  a  purchaser  at  such  sale,  free  from  any  right 
of  redemption,  which  we  and  each  of  us  hereby  expressly  waive  and  re- 
lease. 

11.  You  shall  not  be  deemed  to  have  waived  any  of  your  rights  here- 
under, unless  you  or  your  authorized  agent  shall  have  signed  such  waiver 
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in  writing.  No  such  waiver,  unless  expressly  as  stated  therein,  shall  be 
effective  as  to  any  transaction  which  occurs  subsequent  to  the  date  of  such 
waiver,  nor  as  to  any  continuance  of  a  breach  after  such  waiver. 

12.  The  word  "property"  as  used  in  this  agreement  includes  goods, 
merchandise,  securities,  funds,  ehoses  in  action,  and  any  and  all  other 
forms  of  property,  whether  real,  personal  or  mixed  and  any  right  or 
interest  therein. 

13.  If  this  agreement  is  signed  by  one  individual,  the  terms  "we," 
"our,"  "us,"  shall  be  read  throughout  as  "I,"  "my,"  "me,"  as  the  case 
may  be.  If  this  agreement  is  signed  by  two  or  more  parties,  it  shall  be 
the  joint  and  several  agreement  of  such  parties. 

Yours  very  truly, 


Form  3. — Correspondent's  Irrevocable  Straight  Credit. 

Advice  No.  C . .  . 


,  ,  19... 

(city) 


Dear  Sirs: 

We  are  instructed  by    Bank 

(corresponding   bank) 
to  advise  you  that  they  have  opened  their  irrevocable  credit  in  your  favor 

for  account  of    

for  a  sum  or  sums  not  exceeding  a  total  of  

(figures) 


(words) 

available  by  your  drafts  on   

at    

to  be  accompanied  by 


evidencing  shipment  of: 


insurance  to  be  effected  by   

All  drafts  so  drawn  must  be  marked: 

"Drawn  as  per    Bank's 

(advising  bank) 

Advice  No.  C Dated   ,  19 .  . ." 

Each  of  the  provisions  on  the  back  hereof,   except   so   far  as   otherwise 
expressly  stated,  are  incorporated  as  a  part  of  this  advice. 

Bank  engages  with  you  that  all  drafts  drawn 

(correspondent  bank) 
under  and  in  compliance  with  the  terms  of  this  advice  will  be  duly  honored 
on  delivery  of  documents  as  specified  if  presented  at  this  office  on  or  before 

,  19 

This  letter  is  solely  an  advice  of  credit  opened  by   

(correspondent  bank) 
Bank  and  conveys  no  engagement  by  us. 


Very  truly  yours, 
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Form  4. — Confirmed  Irrevocable  Negotiation   Creiit. 

Credit  No.  D-b. 


,   19.. 

(city) 


Dear  Sirs: 

We  are  instructed  by Bank 

( correspondent   bank ) 
to  advise  you  that  they  have  opened  their  irrevocable  credit  in  your  favor 
for  account  of 

for  a  sum  or  sums  not  exceeding  a  total  of (figures) 

( words ) 

available   by  your   drafts   on 

at to  be  accompanied  by 


evidencing  shipment  of: 

insurance  to  be  effected   by 

All  drafts  drawn  under  the  credit  must  be  marked: 

"Drawn  under Bank's 

(advisinj*  hanki 

Credit  Xo.  D-b dated 19 .  .  . ." 

(To  be  used  when  not  all  the  documents  are  to  accompany  draft.) 

There   must   be   forwarded   by   early   mail    by   the    negotiating   bank    to 

Bank,   at ,   the   following 

(address  i 
documents :    All  remaining  docu- 
ments must  accompany  the  draft. 

The  presentment  of  each  draft,  if  negotiated,  shall  be  a  warranty  by  the 
negotiating  bank  that  documents  have  been  forwarded  as  herein  required, 
and  that  the  amount  of  each  draft  has  been  endorsed  on  the  reverse  hereof; 
otherwise,  this  credit  and  all  relative  documents  must  accompany  the  draft. 

The  credit  must  accompany  any  draft  which  exhausts  the  credit  and 
must  be  surrendered  concurrently  with  the  payment   of  such  draft. 

Each  of  the  provisions  on  the  back  hereof,  except  so  far  as  otherwise 
expressly  stated,  is  incorporated  as  part  of  this  credit. 

Bank  engages  with  the  drawers,  endorsers  and  bona 

(■correspondent   hanki 
fide  holders  of  drafts  drawn  under  and  in  compliance  with  the  terms  of 
this  advice  that  the  same  shall  be  duly  honored  on  due  presentation  and 

delivery  of  documents  as  specified,  if  negotiated,  or  presented  at 

on  or  before 19...; 

we  confirm  the  credit  and  thereby  undertake  that  drafts  drawn  and  pre- 
sented as  above  specified  shall  be  duly  honored. 


Yours  verv  truly, 
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Fobm  5. — Advice  of  Authority  to  Pay. 

Advice  No.  A 


,  ,  19. 

(city) 


Dear  Sirs: 

We  advise  you  that   

(correspondent  bank) 

have  authorized  us  to  honor  your  drafts  for  account  of 

(opening   firm) 

for  a  sum  or  sums  not  exceeding  a  total  of 

(figures) 

(words) 
on  us  at 


to  be  accompanied  by  . 
evidencing  shipment  of: 


insurance  to  be  effected  by  

All  drafts  so  drawn  must  be  marked: 

"Drawn  as  per    Bank's 

(advising  bank) 

Advice  No.  A Dated ,  19 . . ." 

Drafts  so  drawn,  with  documents  as  specified,  must  be  presented  at  our 

office not  later  than ,  19 ... . 

The  authority  given  to   us  is  subject  to   revocation   or  modification   at 
any  time  without  notice  to  you. 

Each  of  the  provisions  on  the  back  hereof,  except  so  far  as  otherwise 
expressly  stated,  are  incorporated  as  a  part  of  this  advice. 

This    advice    conveys   no    engagement    on    our   part   or    on    the    part    of 

Bank  and  is  simply  for  your  guidance  in  pre- 

( correspondent    bank) 
paring  and  presenting  drafts  and  documents. 


Yours  very  truly, 


INDEX 


Average  price,  90 


Abandonment  of  damaged  merchan- 
dise, 97 
Acceptances,  bankers'   (see  Bankers' 

Acceptances ) . 
Ad  valorem  duties,  70,  87,  142 
Administration  of  imports,  74 
American  Acceptance  Council: 
definition  of  letter  of  credit,  252 
proposed  standard  forms  of  com- 
mercial    credit     instruments, 
294-303 
recommendations      for      standard 
forms    of    commercial    credit 
instruments,  260-263 
American  methods  of  packing,  126 
Animals,  entry  of,  86 
Anti-dumping  legislation,  289 
"Apparent    good    order    and    condi- 
tion," 52 
Appeal  to  reappraisement,  92 
Appeal  to  re-reappraisement,  93 
Appraised  value,  90,  94 

higher  than  entered  value,  91 
Appraisement,  87 

no  open  market  value  exists.  91 
Appraisers,  customs,   87 

board   of    general    appraisers,    90, 

91,  92,  94,  96 
examination  by,   87,   289 
review   by   board   of   general    ap- 
praisers, 91,  93,  96 
Argentine: 

certificates  of  origin,   120 
consular  regulations,  106 
laws  about  drafts,  240 
marking  packages,  174 
parcel  post  regulations,  167 
Arrival  notice,  36,  38 
"As  soon  as  possible,"  shipment,  18, 

262 
Asphalted  paper,  154 
"At  and  from,"  193-194 
Australia: 

customs  regulations,   106 
drafts  on,  238 

methods  of  financing  exports  to, 
274 
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B 


Bags,  125,  127,  133,  145 
Bales,  13S,  163-166 
Bank: 

charges,  245,  247,  248,  269 

collection  of  drafts,  244 

discounting  drafts,  244,  247 

instructions  to,  241 

insurable  interest  of,   186 

invoices,  65 

refuses   bill   of   lading  of   freight 
forwarder,  32 

sends  documents  abroad,  247 

services    of    when    draft    refused, 
243 
when  litigation  necessary,  249 
when  shipment  refused,  248 

source  of  credit  information,  275 

support  of  open  account  and  con- 
signment, 230 
Bankers'  acceptances: 

charge  for,  245 

definition  of,  245 

Edge  law,  246 

Federal  Reserve  Act,  245 
Barratrv,  196 
Barrels,'  125,  133,  154-160 
Belgium,  tariff  system  of,  142 
Bill  of  lading,  ocean,  45,  172 

claims    against   carrier,    56,    128, 
292 

clean,  60,  61,  128,  263 

comparison  of  different  types,  49 

condition  of  merchandise,  52 

conferences  about,  48,  291 

customs  entry,  76 

customs  house  purposes,  84 

date  of,  15 

deviation  clause,  50 

dissatisfaction  with,  291 

foul,  60 

full,  56 

full    set    of    shipping    documents, 
241 

how  to  fill  out,  45 

insurance  claims,  222,  223 
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INDEX 


Bill  of  lading,  ocean    (Cont.) 

issued  by  freight  forwarders,  32, 
262 

issued   upon  payment  of   freight, 
62 

limitation    of    liability,    55,    211, 
212 

minimum,  62 

negotiable  instrument,  48 

notations,   61 

number  required,  45 

on  board,  48,  262 

open    account    and    consignment, 
231 

order.  46 

received    for    shipment,    48,    262, 
292 

released,  56 

replaces  freight  contract,  47 

shippers'     weights    and     measure- 
ments, 51,  292 

shipping  board,  262,  291 

standard    form    letter    of    credit, 
262 

straight,  46 

subrogation,  190,  292 

theft  and  pilferage  (see  Theft  and 
Pilferage) . 
Bill  of  lading,  railroad,  36,  262 
Bill  of  lading,  through,  36-40 
Board  of  general  appraisers,  90,  91, 

92,  94,  96 
Bolivia,  customs  regulations  of,  106 
Bonded  carriers,  82 
Bonded  warehouses,  81 

withdrawal  from,  81 
Bonds: 

customs,  75,  76,  77,  78,  81,  84,  92 

general  average,  225 
Brazil: 

customs  regulations   106,   109-114 

parcel  post  regulations,  167 

tariff  svstem  in,  142 
Breakage,'  128,  213 
British  West  Indies,  drafts  on,  239 
Brokerage : 

freight,  28 

insurance,   181 
Brokers : 

freight  (see  Freight  Foriearders) . 

marine    insurance,    180-182,    189, 
217 
Bulgaria : 

customs  regulations,   106 

parcel  post  regulations,  167 
Bureau  of  Chemistry.  79,  85,  88 
Bureau    of    Foreign    and    Domestic 
Commerce,  285-288,  293 


Buyer,   responsibility  of,  under  ex- 
port quotations,  3-13 


C 


Cable: 

contracts  made  by,  14 

letter  of  credit  opened  by,  252 

remittances  by,  231,  248,  263 
Canada : 

customs  regulations,  106,  117-120 

marking  regulations,   174 

transportation     and     exportation 
entries  to,  83 
Cargo : 

loading  of,  130,  134 

measurement,  33-34,   141 

shut  out,  49,  50,  210 

unloading  of,  135 

weight,  33-34,  141 
Carload  shipments,  24 
Carrier: 

bonded,   82 

claims  against,  57 

exemptions  of,  60 

factor  of  shipping,  55,  184 

libel  of,  58 

limitation  of  liability.  55 

obligations  of,  55,  185,  190 

position  in  foreign  trade,  185 
Cartage,  cost  of,  25 
Case  hooks,  133 
Cases,   125,  133,  138,   140-150 
Certificates  of  analysis,  241 
Certificates  of  insurance,  218 
Certificates  of  landing,  84,  99 
Certificates  of  origin,  105,  106,  107, 

108,  120,  121,  241 
Charges : 

bank,  245,  247,  248 

customs  house  brokers,  101 

dutiable,   88 

freight  forwarders,  33 

minimum  bill  of  lading,  62 

non-dutiable,  88 

shipping,  22-26 
Chart  of  customs  regulations,  106 
Chile : 

customs  regulations,  106 

marking  regulations,   174 
China: 

methods  of  financing  foreign  trade 
with,  274 

parcel  post  regulations,   167 

transportation  conditions,  136 
Claims: 

collection  of,  58,  204 
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Claims   (Cont.) 

cost  and  freight  sales,  10-13 

cost,  insurance,  and  freight  sales, 
10-13 

guaranty  for  clean  bills  of  lading, 
61 

insurance,  186,   190,  202,  209 

limitation  of  liability,  55 

not  wanted  bv  importer,   128 

steamship,  57^  209,  292 
Clean  bills  of  lading,  60,  235,  254 
Climatic  conditions,  139 
Collection  of  claims,  58 
Collection  of  past  due  accounts,  232 
Collector  of  customs,  74 
Colombia  : 

customs  regulations,  106 

parcel  post  regulations,  167 

tariff  system  of,  142 

transportation  conditions,   135 
Colonial  clause  in  drafts,  239 
Commercial  agencies,  275 
Commercial  invoice,  63-64,  172,  222- 

223 
Competition : 

extension  of  credit,  274 

need  of  marks  on  packages,  172 

packing  for  export,  126 
Conferences  on  bills   of   lading,   48, 

291 
Conferences  on  ocean  freight  rates, 

26 
Confirmed  letter  of  credit,  252,  300- 

301 
Consignment: 

attitude  of  foreign  countries,  229 

bankers'  acceptance,  246 

consular  invoice,  74,  90 

definition   of,   229 

disposition  of  documents,  231 

disadvantages  of,  229 

liquid  capital  needed,  230 

remittances,   231 

speculation  foreign  exchange,  230 

when  customary  and  practicable, 
229,  231 
Consular  fees,  73,  106-108 
Consular  invoice,  70,  172 

affidavit  of  exporter,  72 

Brazilian,  111-112 

consignments,  74,  90 

Cuban,    114-116 

currency  of,  72 

customs  entry,  76,  82 

export  shipments,  104 

full    set   of    shipping    documents, 
241 

number  of  copies  required,  74 


Consular  invoice   ( Cont. ) 

rate  of  exchange  in,  89 

returned    American    merchandise, 
79 

Venezuelan,  117 
Consumption  entry,  79 

bond,  75 
Contracts: 

freight,  27 

sales,  14 

time     provisions    of     (see     Ship- 
ment) . 
Cost  of  export  shipping,  22-26 

extra  packing,   129 

storage  at  seaport,  25 
Cost  and  freight,  defined,  10 
Cost,  insurance  and  freight,  defined, 

11 
Costa    Rica,     customs    regulations, 

106 
Court  of  Customs  Appeal,  94 
Crates,  125,  141,  150-153 
Credit,  need  of,  272 
Credit  information : 

scope  of,  278,  280 

source  of,  274-280,  282 
Credit  insurance,  281-284 
Credit,  letters  of: 

advantages  of,   270-271 

American      Acceptance      Council, 
252,  260-263 

amount  of,  258,  259,  262 

application  for,  263 

bank  charges,  269 

clean,   254 

collateral,  264 

confirmed,   252 

credit  guaranty,  263,  268 

definition  of,   251 

disposition  of  documents,  269 

documentary,  254 

drafts  under,  266 

essential  features  of,  257 

expiration  date,  266 

irrevocable,  252 

letter  of  authority,  257 

methods  of  opening,  251,  265 

methods  of  payment,  263,  265 

revocable,  252 

revolving,  256 

sight,  254 

standard  forms,  259-262,  294-302 

time,  254 

time  limitations,  258 

trust  receipt,  231,  267 

unconfirmed,  252 

use  of,  263 


306 


INDEX 


Credit  policy: 

collection   of   past   due    accounts, 

232 
considerations    in   adopting,    273- 

274 
need  of,  272 

remittance  with  order,  233-23-4 
Criticism   American   packing  meth- 
ods,  126 
Cuba: 

consignment    and    open    account, 

229 
customs  regulations,  107,  114-116 
tariff  system  in,  142 
Currency  in  consular  invoice,  72 
Custom: 

financing  foreign   trade,   274 
marine    insurance,    182 
time  provisions  sales  contract,  17 
Customer's  instructions  about  pack- 
ing, 127 
attitude  towards  theft  and  pilfer- 
age, 138 
Customs : 

Appeal,  Court  of,  94 
appraisers,  87 

bonds,  75,  76,  77,  78,  81,  84,  92 
clearances  100,  171 
collection  districts  74 
collector  of   (see  Collector  of  Cus- 
toms ) . 
duties,   70 

entries   (see  Entries). 
foreign     government     regulations 

(see  Specific  Country). 
house  bill  of  lading,  84 
house  brokers,   100 
inspectors,   81,   86 
laws  of  procedure,  69,   198 


D 


Dead  freight,  51 
Deductible  average,  203 
Delivery: 

at  destination,  135 

immediate  and  prompt,  14 

permit,  92 

to  railroad,  36,  130 

to  steamer,  43,  48,  133 
Demurrage,  25 
Deviation,  50,   195.  291 
'"Difference   in   conditions   of   insur- 
ance," 212 
Discount,  rate  of   in  antici- 
pated drafts,  242 


Dock  clerks,   129-130,   186 
Dock  receipt,  42-43,  62 
Documentary  drafts,  235 

letters  of  credit,  254 
Documents  (see  Specific  Items). 
Domestic  packing,  125 

railroad  freight  rates,  24 
Dominican   Republic,  customs  regu- 
lations, 107 
Double  insurance,  199 
Drafts : 

in  Argentina,  240 

clean,  235 

collection  of,  244 

definition  of,  235 

discounting  of,  244 

disposition  when  refused,  243 

distinguished    from    bills    of    ex- 
change, 235 

documentary.  235 

in  England,"  238 

extension  of,  246,  249 

in  Far  East,  239 

full    set    of    shipping   documents, 
240 

instructions  to  bank,  241 

negotiability,   237 

protest   of   non-payment   or    non- 
acceptance,  243 

rate  of  discount  when  anticipated, 
242 

recourse  on   drawer.  244 

remittances,   244,   248 

sight,  237 

in  South  America,  238 

special  clauses,  238 

time,  238 

under  letters  of  credit.  266 
Drawback,  98 

Drums,  125,  141,  160-163.  213 
"Due  course  of  transit,"  210 
Duplicate  documents.  241 
Dutch     East     Indies,     methods     of 

financing  imports  from.  274 
Dutiable  charges,  88 

value,  70,  88,  94,  142 
Duty: 

ad  valorem,  70,  87,  142 

estimated,  78,  92 

increased,  94 

insurance,  108,  218 

payment  of,  79 

rates  of.  70.  142 

refund  of,  94 

relief  from,  97-99 

specific,  70,  87,  142 

U.  S.  tariff  system,  70 
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E 


Economies  of  efficient  packing,   140 

of  efficient  manufacturing,    141 
Ecuador : 

customs  regulations,  107 

parcel  post  regulations,  166 
Edge  Law,   246 
Emergency  tariff,  289-290 
England : 

Bank   of   England   discount   rate, 
242 

consignment    and    open    account, 
230 

drafts,  238 
Entered  quantity,  77 

value,  77,  89 
Entry,  customs: 

bonds,  75,  76 

change  in  entered  value,  89 

consignments,  90 

consumption,  79 

definition  of,  76 

documents  required,  76 

foreign    ....    documents  required, 
106-108 

free,  79 

immediate  transportation,  81 

importations  by  mail,  86 

liquidation  of,  94 

rewarehouse,  82 

rewarehouse   and  withdrawal   for 
consumption,  83 

special,  86 

transportation  and  exportation,  83 

warehouse,  80 

warehouse     and     immediate     ex- 
portation, 83 

withdrawal  for  consumption,  82 

withdrawal  for  export,  84 

without   shipping  documents,    77- 
78 
"Errors  and  omissions,"  189 
"Errors    and    omissions    excepted," 

63 
Estimated  duty,  79,  92 
Europe : 

methods  of  financing  foreign  trade 
with,  274 

time  limit  on  dock,  210 
Examination  on  dock,  129-130 
Exchange,    rates   of    (see   Rates    of 
Exchange ) . 

speculation  in,  230 
Exemptions  of  carrier,   60,   185 

of  underwriters,  206-208 

waived  by  underwriters,  208-209 


Export  commission  house,  127 

Export   declarations,    100 

Export  quotations,  defined,  3-13 

Export  rail  freight  rates,  23-24 

Export  value,  290 

Export  voyage,  hardships  of,  130 

Exportation  of  rejected  merchandise, 

85 
Exporters'  sale  price,  290 
Extension  of  drafts,  246,  249 
of  general  order,  77 


F 


Facilities   for   loading   and   unload- 
ing, 126 
Far   East,   139,  210,   237,   239,  242, 

273,  274 
Federal  Reserve  Act,  245 
Final  particulars,  218 
Financing,  methods  of: 

consignment  and  open  account,  229 

drafts,  235 

letters  of  credit,  251 
Foreign    customs    regulations,    104- 
121 

market  value,  70,  88 

tariff  systems,   142-144,  290 
Foul  bill  of  lading,  61 
France : 

certificate  of  origin,  121 

customs  regulations,  107 
Franchise,  201 
Fraud  by  merchants,  206 
Free  alongside  vessel,  defined,  8 
"Free  of  capture  or  seizure,"  207 
Free  entry,  79 

lighterage,  24 

list,  69 

merchandise,  87 
Free  on  board,  defined,  3 

factory  or  mill,  13 

freight  allowed,  5 

freight  prepaid,  4 

seaboard,  6 

seaboard  L.  C.  L.  lots,  7 

seaboard,  lighterage  free,  8 

vessel,  9 
Free  of  particular  average,  defined, 

201 
Free  time  on  railroad  siding,  25 
Freight   brokers    (see   Freight   For- 

icarders ) . 
Freight  contract,  27,  29 

guaranteed,  197 

insurance,   197,  218 
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Freight  contract   (Cont.) 

non-guaranteed,   197 

payment  of,  31,  39,  62 

rates     (see    Ocean    and    Railroad 
Freight  Rates) . 
Freight  forwarders: 

hills  of  lading  issued  hy,  32,  262 

charges  of,  33 

contracts  for  freight  space,  27 

instructions  to,  28,  30,  31 

services  to  importers,  33,   103 

small  shipments,  32 
Freight   space,    inability   to    secure, 

18 
Full  bill   of  lading,  56 
Functions  of  bill  of  lading,  48 


G 


General  average,  denned,  203 

adjusters,  204,  224 

adjustments,   224 

bond,  225 

losses,  224 
General   order,   76-77 
Geographic  limits  of  insurance  pol- 
icy,  183 
Germany : 

consignment    and    open    account, 
229 

drafts,  238 
Greece,  customs  regulations,  107 
Gross  weight,   142,   173 
Guaranty: 

clean  bills  of  lading.  61 

commercial  credit,  266 

customs  entry  without  documents, 
77-78 

missing  bill  of  lading,  46-47 
Guatemala : 

customs  regulations,  107 

parcel  post  regulations,  167 


H 


Hague  rules,  291-293 

Haiti,   customs   regulations,   107 

Half -barrels    (see  Barrels) . 

Harter  Act,  53-54,  184,  208 

Holland,  consignment  and  open  ac- 
count, 229 

Honduras: 

customs  regulations,  107 
parcel  post  regulations.  167 
weather   conditions,    138 

Hundredweight,   defined,   13 


Immediate  delivery,   14 
shipment,    15,    262 
transportation,     entry     for      (see 
Entry  Customs) . 
Importations  by  mail,  86 
Increased   duties,   94 
India: 

methods     of     financing     imports 

from,  274 
weather   conditions,    138 
Information  required  by  underwrit- 
ers, 186 
Insolvency,   281 
Inspection    of    shipments    on    dock. 

129 
Inspectors,  customs,  81,  86 
Instructions   (see  Specific  Hem) . 
Insurable  interest,  186 
Insurance  certificate,  218 
Insurance,    credit     (see    Credit    In- 
surance) . 
Insurance,  marine: 
against  all  risks,  213 
brokers,  180-182,  189,  217,  222 
C.  I.  F.  quotations,  13 
duty,   198,  218 
essential  part  of  letter  of  credit. 

258 
freight,  197,  218 
losses,  201-205 
mechanics  of,  216-221 
no   standard  policy,   182 
office  record  of.  221 
open  policy,  182,  187 
origin  of,  179 
parcel   post,  214 
policy,   179,  216 
policy  limitation  of  value,  198 
profit,  199 
rates,  181,  186,  195,  197,  198.  210, 

212,  213,  214,  216 
settlement  of  losses,  221-226 
standard   clauses   in   policy,    193- 

200 
standard  form  of  letter  of  credit, 

262 
surveyors,   188,  190,  222 
time  limit  on  dock,  210 
Interest,   232,   273 
Invoice,  commercial,  63-66 

consular,  70,  77 
Irrevocable  letter  of  oredit,  252,  300 
Italy: 

customs  regulations,   107 
tariff  systems,  142 
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Japan : 

certificate  of  origin,  121 
customs  regulations,  107 
methods      of      financing      foreign 
trade,  274 
Jettison,   196,  203 

Jugo-Slavia,      customs      regulation, 
107 


K 


Kegs  (see  Barrels), 


Landed  weights  and  measurements, 

51 
Landing  certificate,  84,  99 
Language: 

certificates  of  origin,   106-108 

consular  invoices,  106-108 
Laws  of  customs  procedure  in  U.  S., 
69 

ahroad,  104,  106-108 
Laws,  Pure  Food,  85 
Leakage  and  breakage,  213 
Legal  weight,   142,  173 
Less  than  carload  shipments,  24 
Letters  of  credit    (see   Credit,  Let- 

ters  of ) . 
Liability  of  carrier,  184 

limitation  of,  55 

marine  insurance  brokers,  182 
Libel  of  vessel,  58 
Liberia,  customs  regulations  of,  107 
Lighter,  delivery  by,  43,  133 
Lighterage,  free,  24 
Limitation  of  liability,  55,  57,  211, 

292 
Liquidation,  94 

Litigation,  16,  19,  233,  243,  249 
Lloyd's,   174 
Loading,  126,  130,  134 
Loan   receipt,    191 
Longshoremen,   133 
Losses : 

general  average,  203,  224 

particular   average,   201,   224 

settlement  of,  221-226 

total,   201,   222 
"Lost  or  not  lost,"  193 
Lumber,    149-150,    153,    155-157 

substitutes  for,   150 

M 
Manifest  clerical  error,  91,  96 


Manufacturing,  economies  in,  141 

Marking,  55,  99,  171-175 

Marks,  172-173 

Measurement  cargo,  33-34,  141 

Measurements,  51,   173,  292 

Mechanics  of  insurance,  216-221 

Merchant : 

factor  of  shipping,  55 
negligence  or  fraud,  206 
obligations  of,  3-13,  55,   60,   186- 
192 

Mexico : 

consignment    and    open    account, 

229 
customs  regulations,   107 
parcel  post  regulations,  166 
transportation     and     exportation 
entry  to,  83 

Minimum  bill  of  lading,  62 

N 

Xat'l    Association    of    Credit    Men, 

276 
Xat'l  Foreign  Trade  Council,  3 
Negligence  of  merchant,  206 
Negotiability  of  bills  of  lading,  46 
of  drafts,  237 
of  insurance  policies,  208 
Net  weight,  142,  173 
Newfoundland,  customs  regulations 

of,  108 
New    Zealand,    customs    regulations 

of,  108 
Nicaragua,   customs  regulations   of, 
108 
parcel  post  regulations  of,  167 
Nigeria,  customs  regulations  of,  108 
Non-dumping  certificate,   105 
Non-dutiable  charges,  88 
Non-insurable  risks,  208 
Notations    on    bills    of    lading,    61, 
265 
on  dock  receipts,  44 

0 

Obligations  of  carrier,  55,  184-186 

of  merchant,  55,  186-192 

of  underwriter,  55,  193-200 
Ocean    bill    of    lading    (see    Bill    of 
Lading,  Ocean ) . 

freight  rates,  23,  25,  26,  33-34 

traffic  conditions,  20 

voyage,   134 
On  board  bill  of  lading,  48,  262 
On  deck  cargo,  203,  210 
Open  account: 

abroad,  229 
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Open  account    (Cont.) 

bankers'   acceptances,  246 
definition  of,  229 
disadvantages  of,  220 
disposition  of  documents,   231 
liquid  capital  necessary,  230 
remittances,  231 
speculation    in   foreign   exchange, 

230 
when  practicable,  231 
where  customary,  229 

Order  bill  of  lading,  46 

Osnaburgs,  128,  145 


Packing  for  export,  55 

climatic  considerations,   138 

competition   in,    126 

cost  of  extra,  129 

criticism    of    American    methods, 

126 
customer's  instructions,  127 
durable     ....     required,     130-136, 

186 
economies  possible  in,  140 
knowledge   foreign   tar i IF   systems 

necessary,   143 
necessity  of  neat  packing,  140 

as  a  science,  125 
technical   suggestions,   129 
bags.   145 
bales,  163 
barrels,  154 
cases,   146 
crates,   150 
drums,  160 
parcel  post,  166 
Panama,     customs     regulations     of, 
108 
parcel  post  regulations,   166 
Paraguay,    customs    regulations   of, 

108  * 
Parcel  post: 

importations  by,  86 
insurance,  214 
marking  packages.   171 
packing  for,  166-171 
regulations,  166 
Partial  loss  or  damage,  97,  201 

payment  in  advance.  234 
Particular  average,  defined,  201 
losses.   201.   224 
special  insurance,  212 
Past  due  accounts,  232 
Payment   (see  Remittances) . 
freight,   31.   39,   62 
insurance  claims,  204 


Payment  (Cont.) 

in>urance  premiums,  182,  189,  208 
"Perils  of  the  seas,"  196 
Perishable  fruits,  entry  of,  86 
Peru,  customs  regulations  of,  108 

parcel  post  regulations,  167 
Philippine  Islands,  customs  regula- 
tions of,   108 
Pilferage   (see  Theft  and  Pilferage) . 
Policy,     insurance     (see    Insurance 

Policy) . 
Port  marks,  173 
Portugal,    customs    regulations    of, 

108 
Power  of  attorney: 

customs  clearances,   100 

customs  house  brokers,  100 
Premiums,   insurance: 

payment  of,  182,  189,  218 

payment    of    in    regard    to    third 
party,  208 

rate  sheet  for  open  policy,  216 

rates,    181,    186,    195,     1  *•  >  T .    198, 
210,  212.  213.  214 
Preservation  of  contents,  130-136 
Primage,  35 
Profit  insurance,  199 
Proforma    invoice,   77 
Prompt  delivery.    14 

shipment,  15,  262 
Proof  of  loss,  204 
Protest,  defined,  222 

of  liquidation,  95 

master's.   221-226 
Provisional  binder,  187,  217 
Purchase  price,  290 
Pure  Food  Laws,  85 


Q 


Quotations,  export — defined,  3-13 


R 


Railroad  bill  of  lading   (see  Bill  of 

Lading,   Railroad  i . 
Railroad  freight  rates,  23-24 

shipments,  31,  36,   130,   194 

tariffs,   24 

traffic   conditions,   20 
Rates  of  exchange: 

consular   invoices,   89 

duty.  70.   142 

profit   in-urance,   199 
Rates    (see  Specific  Items). 
Reappraised  value,  94 
Reappraisement,  appeal  to,  92 
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Received  for  shipment  bill  of  lading, 

48,  262,  292 
Reciprocity,    105 
Redelivery  bond,  92 
Refund  of  duty,  94 
Released  bill  of  lading,  56 
Relief  from  duties,  97-99 
Reliquidation,  96 
Remittances: 

consignment    and    open    account, 
231 

drafts,  248 

letters  of  credit,  263,   265 

with  order,  233-234 
Re-reappraised  value,  94 
Re-reappraisement,  appeal  to,  93 
Retail  trade,  neat  packing  for,   140 
Revocable  letter  of  credit,  252 
Rewarehouse  entry,  82 

and  withdrawal  for  consumption, 
83 
Risks  insured  by  special  agreement, 

210-215 
Roumania,  customs  regulations,  108 

parcel  post  regulations,  167 
Routing  the  shipment,  20-22 


S 


Sailings,   frequency  of,   17 

within  specified  month,   17 
Sales  contract,   14 
Salesmanship,   130 
Salesmen  as  source  of  credit  infor- 
mation, 279 
Salvador,    customs    regulations    of, 
108 
parcel  post  regulations,  166 
Santo  Domingo,  customs  regulations 

of,  108 
Science  of  export  packing,  125 
Seaworthiness  of  vessel,  208 
Secretary  of  the  Treasurv,   74,   97, 

98,  289 
Seller,    responsibility   under   export 

quotations,  3-13 
Services    ( see  Specific  Item ) . 
Settlement : 

claims  against  carrier,  58 
insurance  losses,  221-226 
Shipment  (see  also  Specific  Items). 
description     of     in     consular     in- 
voices, 72 
inspection  on  dock,  129 
notices  to  underwriters,  187 
time  provisions  in  contracts,   15- 
18 
Shipper  (see  Merchant ) . 


Shippers'     weights     and     measure- 
ments, 51 
Shipping: 

charges,   22-26 
cost  of,  22 
permit,  41 

three  principal  factors  of,  55,  184 

Shipping  Board  bill  of  lading,  291 

Shipping  documents    (see  also  Spe- 

cific  Item ) . 

disposition  of,  50,  231,  239,  247, 

257,  269 
entry  without,  77-78 
full  set  of,  208,  241 
Shortage  allowance,  98 
Shut  out  cargo,  49-50,  211 
South   Africa,   customs    regulations 
of,  108 
drafts  on,  238 
South     America,     financing     trade 

with,  237,  273,  274 
Spain,  customs  regulations,  108 

stamp  taxes,  243 
Special  entry,  86 
Specific  duty,  70,  87,  142 
Stomp   taxes,   243 
Standard  letter  of  credit,  259,  294- 

303 
Steamer,  capacity  of,  134 
Steamship    company,    choice    of,    21 

(see  also  Carrier). 
Stencils,  174 
Stevedores,  134 
Storage  at  seaport,  133 
Straight  bill  of  lading,  46 
Straits  Settlements,  financing  trade 

with,  274 
Strike  clause  in  insurance  policies, 

207 
Subrogation,   190,  292 
"Sue  and  labor,"  188 
Surety  companies,  76,   101 
Surveyors,  insurance,  188,  190,  222 
Switzerland,  consignment  and  open 

account,  229 
Symbols  ( see  Afarks ) . 


Tariff,  69,   105,   142-144,  289 
Technical     suggestions    for     export 

packing,  129,  145 
Theft  and  Pilferage,   137,   138,   196, 

212,  292 
Through  bills  of  lading  (see  Bill  of 

Lading,  Through ) . 
Time  of  shipment  (see  Shipment) . 
Ton,  defined,   13 
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Tracing  railroad  shipment,  31 
Trade  customs,  17 
Trading  with  the  enemy,  207 
Transshipment,  52,   211,  202 
Transportation    conditions    abroad, 

135,  136 
Transportation  and  exportation,  83 
Truck,  delivery  by,  43,  133 
Trust  receipt,  231,  267,  269 
Turkey,  customs  regulations  of,  108 
Types  of  ocean  bills  of  lading  com- 
pared, 49 


U 


Unconfirmed  letter  of  credit,  252 

Under-insurance,   189 

Underwriters : 
defined,   179 
exemptions  of,  206-208 
exemptions  waived  by,  208-209 
factor  of  shipping,  55 
information  required  by,  186 
notices  of  shipments,  187 
obligations  of,  55,  193-200 

U.  S.  consuls: 

advice  about  packing,  126 
not   a   source   of   credit   informa- 
tion, 280 

U.  S.  Department  of  Justice,  92 

U.  S.   regulations  for   marking,   174 

U.  S.  tariff  system,  69 


Uruguay,    customs    regulations    of, 
iu8 


Value  (see  Specific  Item). 
Venezuela,   customs   regulations   ot, 

108,  117 
Vessel,  seaworthiness  of,  208 
Voyage,  hardships  of,  130 
ocean,  134 


W 


War  risk  insurance,  207,  214 

War  Trade  Board,  207 

Warehouse  entry,  80 

Warehouse  and  immediate  exporta- 
tion entry,  83 

"Warehouse  to  Warehouse,"  194 

Warehouses,  bonded,  80,  81,  82,  83 

Waterproof  packing,   138,   139,   149, 
153,  165,  168 

Weather  conditions,  138 
stress  of,  196 

Weights,  defined,   142,   173 
shippers',  51,  292 

Withdrawal  for  export,  84-85 

Withdrawal  from  bonded  warehouse 
for  consumption,  82 

Workmanship,    146,    151,    156,    158, 
160-162,  165-171 
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